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The Year in Brief 


Fiscal Year Ended 


(Dollar Amounts In Millions, 

Except Per Share Data) 

May 31, 

1981 

May 25, 

1980 

Percent 

Change 

Sales 

$4,852.4 

$4,170.3 

16.4% 

Net earnings 

196.6 

170.0 

15.6 

Net earnings as a percent of sales 

4.1% 

4.1% 

- 

Earnings per common share and common share equivalent 

3.90 

3.37 

15.7 

Dividends per common share 

1.44 

1.28 

12.5 

Stockholders' equity 

1,145.4 

1,020.7 

12.2 

Return on average stockholders' equity 

18.2% 

17.6% 

- 

Gross capital expenditures 

246.6 

196.5 

25.5 


Data should be read in conjunction with the financial statements on pages 24-37. 


About The Cover: 

The graphic image featured on the 
cover of General Mills' 1981 Annual 
Report belongs to a premier 
consumer goods company. With 
operations in five major business 
areas-Consumer Foods, 
Restaurants, Toys, Fashion and 
Specialty Retailing—General Mills 
continues to pursue its successful 
strategy of balanced diversification 
and a commitment to quality in the 
marketing of consumer products and 
services. 
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To Our Shareholders 
And Employees: 


Overview Of The Year 

General Mills had another excellent 
year in fiscal 1981. Our results 
continue a long record of growth and 
reflect the collective strength 
provided by your company's 
diversification within five basic 
consumer industries. 

We particularly appreciate the 
efforts of our 71,000 fellow 
employees; our results are heavily 
dependent upon their competitive 
skills and energies in our marketing/ 
merchandising intensive industries. 

Our strong performance was 
particularly gratifying in view of the 
difficult economic climate and soaring 
interest rates. 

Financial Results 

Sales increased 16.4 percent to 
S4.852 billion. This strong sales 
growth was substantially greater than 
that of the markets in which we 
compete. Approximately one-third of 
the sales gain resulted from unit 
volume increases. 


Bob Kinney, Chair¬ 
man of the Board 


Bruce Atwater, 
President and 
Chief Executive Officer 


Net earnings grew 15.6 percent to 
$196.6 million. Earnings per share of 
$3.90 was up 15.7 percent over the 
$3.37 reported for fiscal 1980. These 
strong results provided the 19th 
successive year of increase in 
earnings before extraordinary items. 
The gain in earnings per share 
compares favorably with the 14.7 
percent compound rate of gain for 
the last 10 years. 

In fiscal 1981, we achieved an 18.2 
percent return on average 
stockholders' equity, also a new high. 
The return on average total capital 
invested in the business was 14.3 
percent. 

Based on these strong results, 
dividends rose by 12.5 percent to 
$1.44, the 17th consecutive year of 
increase. In June, 1981, the Board of 
Directors declared a four-cent 
increase in the quarterly dividend 
payable August 1,1981. Continuation 
of this new rate through fiscal 1982 
would result in payments of $1.64, up 
13.9 percent. 

Financial Position 

General Mills' financial position 
strengthened during fiscal 1981 
primarily as a result of strong 
earnings and effective working capital 
control. At year end, long-term debt 
represented 23.3 percent of capital 
structure; total debt was 31.3 percent 
of capital (including short-term debt) 
compared to 31.5 percent at the end 
of fiscal 1980. 

During the year, internally 
generated funds provided 
substantially all the cash required to 
finance the record fixed asset 
program, several acquisitions, and 
record dividend payments. Short¬ 
term borrowings supported increased 
working capital needs. Management 
was particularly pleased with the 
effective utilization of operating 
working capital (receivables, 
inventories and prepaids less 
accounts payable) as days sales in 
working capital declined from 62.1 to 
54.6. 

Operating Highlights 

Each of General Mills' five major 
industry areas contributed to our 
sales gains. All areas except Specialty 
Retailing, the smallest, contributed to 
the 18.0 percent gain in operating 
profits (pretax earnings before 
unallocated corporate expenses). 


Consumer Foods, General Mills' 
largest area, reported 3.7 percent 
growth in unit volume of domestic 
package foods in a market that grew 
just one-third of that rate. As a result, 
sales increased 13.3 percent and 
reached $2,515 billion. 

Our major package foods and 
snack food lines showed good 
growth, and helped operating profits 
to grow 3.4 percent in reaching 
$217.7 million. Growth in operating 
profits exceeded the company's plan, 
which encompassed major increases 
in marketing spending to introduce 
new products and to increase 
volume and share for established 
products. 

Restaurant sales grew 33.9 
percent to $704.0 million. Operating 
profits grew even faster, 42.9 
percent, in reaching $75.3 million. 

Red Lobster Inns specialty seafood 
restaurants were primarily 
responsible for this performance. 

Red Lobster completed its 
remodeling program, expanded 37 
units and added a net of 31 
restaurants, strengthening its position 
as the nation's leading dinnerhouse 
chain. 

In the past five years, operating 
profits of the Restaurant Group have 
grown at a compounded annual rate 
of 26.1 percent. Acquisition in fiscal 
1981 of two new concepts-Darryl's 
and The Good Earth-takes us into 
new market segments, increasing 
our ability to sustain our strong 
growth momentum. 

Toy operations, in a difficult year for 
the industry, strengthened General 
Mills' position as the worldwide 
market leader. Sales increased 4.2 
percent to $674.3 million. Operating 
profits grew 17.5 percent to $70.6 
million. 

Toy operations benefited from 
strong consumer demand for STAR 
WARS and STRAWBERRY 
SHORTCAKE products, which 
continues at exceptionally high levels. 
United States and Mexican 
operations recorded significant sales 
and operating profit gains while 
European results continued to be 
depressed. 

The demonstrated strength of our 
principal product lines and expected 
improvements in Europe indicate 
gains in the year ahead. 
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Fashion Group performance was 
outstanding. Sales, at $580.5 million, 
increased 37.4 percent; operating 
profits of $87.5 million doubled from 
the prior year with return on 
investment reaching an all-time high. 

These gains resulted mainly from 
continued strong consumer demand 
for David Crystal's Izod/Lacoste 
alligator-emblem apparel for men, 
women and children plus improved 
performance at Ship 'n Shore. 

Growing demand is forecast for 
those segments of the market in 
which our apparel and accessories 
compete. This, coupled with our 
leading position in key areas, gives us 
confidence that our progress will 
continue in the year ahead. 

Specialty Retailing produced 
unsatisfactory results in fiscal 1981. 
Sales grew only 6.4 percent despite 
gains of more than 15.0 percent by 
the retailing and furniture segments. 
Operating profits of $13.2 million 
were half those of the prior year. 

Weak performance by the 
collectible operations (stamps and 
coins) was the main cause of these 
unsatisfactory results; with sharply 
reduced sales, they accounted for 
more than half of the decline in 
operating profits. 

Acquisition of an important new 
specialty retailing concept, Wild West 
Stores, coupled with strengthening 
sales in the retail industry and some 
turnaround by collectibles, is 
expected to improve performance 
sharply in fiscal 1982. 

Corporate Responsibility 

Among General Mills' corporate 
objectives is a specific commitment 
to fulfillment of our social 
responsibility. 

We recognize that the right to do 
business carries with it a number of 
obligations: to our customers, our 
employees, our shareholders and, on 
a broader application, to society as 
a whole. 

We seek to fulfill those obligations 
through direct philanthropy and a 
variety of special programs, detailed 
in the Corporate Responsibility 
section of this annual report. 


Management 

In anticipation of the Chairman's 
retirement, a number of management 
changes were made during the year. 
These changes position the company 
well for continued strong growth in 
the 80's. They are highlighted in the 
management section of this letter, 
which starts on page 4. 

Future Goals 

General Mills is continuing to make 
excellent progress in achieving our 
long-range financial goals. 

The most important of these goals 
are the achievement of a 19 percent 
return on average stockholder's 
equity by 1984, average five-year 
growth in earnings per share of 14 
percent and the maintenance of a 
strong balance sheet—approximately 
two-thirds equity and one-third debt. 

We plan to continue our policy of 
regular dividend increases equal to 
the long-term rate of increase in 
earnings per share. 

Important as these financial goals 
are, our basic business strategy and 
operational philosophy are even more 
important; they ultimately determine 
the financial results. 

Our basic business strategy is to 
emphasize internal growth within our 
five major consumer industry areas, 
selectively adding acquisitions and 
new ventures with high potential. 

While we have strong share 
positions in most of the industry sub- 
segments in which we compete, our 
sales account for less than 1 percent 
of these industry areas in total. We 
believe there will continue to 
be ample opportunity for market 
share improvement. 

Changing demographics, 
economics and lifestyles, with 
consequent shifts in consumer 
buying patterns, offer dramatic 
opportunities for companies which 
can anticipate and capitalize on these 
changes. 

We attempt continuously to keep 
ahead of evolving consumption 
patterns and to create new and 
improved products and services that 
will be competitively attractive in 
important segments of our markets. 

This demands intelligent and 
responsive employees who stay in 
close touch with consumers. 
Employees of this calibre are also 
necessary to support our 
management philosophy of 
decentralized growth centers. 


A combination of decentralized 
operations, a strong financial 
reporting system and heavy 
emphasis on long-range planning are 
basic elements of our strategy. 

This management approach has 
resulted in aggressive new investment 
plans from the divisions and 
subsidiaries in each of the five industry 
groups. Fixed asset investments 
have grown at the compound rate of 
21.2 percent over the last five 
years and have totaled approximately 
$855 million during that period. 

We expect to spend twice that 
much, $1.7 billion, over the next five 
years. This includes an estimated 
$320 million in fiscal 1982. As in 
recent years, approximately 75 
percent will support Consumer Foods 
and Restaurants. We have confidence 
that these basic strategies will enable 
us to achieve our long-range goals. 

Fiscal 1982 Outlook 

We expect the economic and 
consumer environment to continue to 
be soft and unsettled during the new 
fiscal year. 

We are, however, entering the year 
with strong momentum and believe 
this will lead to an unusually strong 
first quarter earnings gain. This will 
put us well on the way toward 
achievement of record results for the 
full year. 


E. R. Kinney H 
Chairman of the Board 

A). 

H. B. Atwater, Jr. 
President and Chief 
Executive Officer 

August 14,1981 
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Management 


Bruce Atwater, President of General 
Mills, became Chief Executive Officer 
on April 1,1981. He succeeded Bob 
Kinney, who continues as Chairman 
of the Board until his planned 
retirement in April, 1982. 

Atwater has served as Chief 
Operating Officer since 1976 and 
President since 1977. His 
appointment as Chief Executive 
Officer follows 23 years of company 
service. After joining General Mills in 
1958, Atwater held a variety of sales 
and marketing positions. He was 
named Vice President, Consumer 
Foods Group in 1969 and Executive 
Vice President in 1970. 

Kinney, who had been Chief 
Executive Officer since 1976, joined 
General Mills as a Vice President in 
1968 following acquisition of the 
Gorton Corporation where he was 
President. Kinney was elected 
Executive Vice President of General 
Mills in 1969, Chief Financial Officer in 
1970, President in 1973 and Chairman 
of the Board in 1977. 


Cal Blodgett Vice 
Chairman, Con¬ 
sumer Foods 


Don Swanson, 
Vice Chairman, 
Restaurants and 
Non-Food Opera¬ 
tions 


In other changes designed to 
establish an operating structure to 
effectively manage General Mills' 
future growth, Don Swanson and Cal 
Blodgett were elected Vice Chairmen 
of General Mills. Each has 
responsibility for operations 
approximating half of General Mills' 
business. Swanson, formerly Senior 
Executive Vice President, is a 32-year 
veteran with General Mills. He retains 
responsibility for Restaurants and 
Consumer Non-Foods. Blodgett 
joined the company in 1961 and has 
been an Executive Vice President 
since 1976. He remains responsible 
for the company's Consumer Foods 
operations. Both men are members 
of the General Mills Board of 
Directors; Swanson serving since 
1969, Blodgett since September, 

1980. 

Swanson and Blodgett are also 
members of the Management Policy 
Committee along with Atwater, 
Kinney, Paul Parker, Executive Vice 
President and Chief Administrative 
Officer and Mark Willes, Executive 
Vice President and Chief Financial 
Officer. Willes was elected to his 
current position effective July 1,1980, 
after having been President of the 
Federal Reserve Bank of 
Minneapolis. 

Seven General Mills executives 
were elected Executive Vice 
Presidents, effective January 1. Each, 
with increased responsibilities, is in 
charge of a group of operating 
divisions and subsidiaries within the 
company's five major industry areas. 
Executive Vice Presidents Walter 
Barry, Art Schulze and Pete Townley 
report directly to Blodgett for areas of 
the company's Consumer Foods 
operations. Barry, a 23-year veteran 
with General Mills, progressed 
through grocery products sales and 
marketing positions. Schulze's 19- 
year career with the company has 
been in Consumer Foods 
management. Townley moved 
through Consumer Foods 
management positions after joining 
the company in 1964. Among them, 
these three executives have more 
than 50 years of experience in 
General Mills' Consumer Foods 
businesses. In addition, Senior Vice 
President John Luck, who directs the 
overall activities of the James Ford 
Bell Technical Center, also reports to 
Blodgett. 


Executive Vice Presidents Jane 
Evans, Jim Fifield, Bob Hatch and Joe 
Lee report to Swanson. Evans, who 
joined General Mills as Vice President 
and Director of Marketing Planning 
for Fashion Activities in October, 

1979, has responsibility for the 
company's Fashion Group. Fifield, 
formerly a Group Vice President for 
Consumer Foods, now heads the 
company's Toy Group. Hatch, who 
also began his General Mills career in 
Consumer Foods management, 
heads the company's Specialty 
Retailing and Furniture operations. 

Lee began as manager of the first 
Red Lobster restaurant and became 
President and CEO of that company. 
He now heads General Mills' 
Restaurant Group. 

In the new organization, Bernie 
Loomis, formerly Group Vice 
President, Toys, has been named 
President of General Mills' Toy Group 
Marketing and Design Service. 

Loomis and his staff will focus on 
new product and property 
development. 

Vice Presidents Jack Frost, 
Employee Relations; Tom Nelson, 
Controller; and Cliff Whitehill, General 
Counsel, were named Senior Vice 
Presidents effective April 1. 

Jim Ruben was appointed Vice 
President, Director of Corporate 
Growth and Planning during the year. 
He reports directly to Chief Financial 
Officer Mark Willes, with 
responsibility for new growth 
opportunities, acquisitions and 
corporate planning. 

Gene Woolley, Executive Vice 
President, retired from the company 
on August 1,1981. Woolley 
progressed through a wide variety of 
assignments during his 40-year 
career with General Mills, and most 
recently had overall responsibility for 
restaurant and furniture operations. 
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Consumer Foods 


Overview 

General Mills' Consumer Foods made 
excellent progress in fiscal 1981 
toward achievement of its long-range 
goals. Sales increased 13.3 percent to 
$2,515 billion. Operating profit 
reached $217.7 million, a 3.4 percent 
increase over fiscal 1980 results. 
Heavy expenditures for advertising 
and promotion supported market 
expansion for established product 
lines and new product introductions. 
These expenditures lessened 1981 
profit growth, but are expected to be 
important contributors to future 
growth. Operating profit growth was 
also restrained by much higher LIFO 
inventory adjustments than in the 
prior year. Pretax return on average 
year-end identifiable assets was 27.2 
percent. This compares to 22.8 
percent for all company operations. 

The company's major, grain-based 
package foods lines enjoyed 
substantial sales and profit growth, 
benefiting from the prevailing 
economic climate. Big G cereal 
products, representing General Mills' 
largest profit center; Bisquick baking 
mix; Gold Medal flour and the 
company's food service and grain 
merchandising businesses all 
showed particularly strong gains. 
General Mills' snack food businesses 
also achieved significant growth, as 
did Yoplait yogurt. Results from the 
company's frozen food businesses 
were mixed, reflecting overall trends 
in their market segment. 

Growth Plans 

For the five years ending with fiscal 
1985, Consumer Foods' growth will 
primarily come from expansion of 
existing businesses and new product 
development. New ventures and 
acquisitions will provide important 
incremental growth. Over this 
planning period, Consumer Foods' 
goal is to have average annual unit 
volume growth of 3 percent. 

This growth rate is substantially in 
excess of the growth rate of the 
$200 billion domestic supermarket 
industry, which has averaged 1 to 1.5 
percent growth in tonnage annually. 


By taking advantage of evolving 
lifestyles, demographics and the 
needs of increased numbers of 
women in the workforce, Consumer 
Foods' unit volume has the potential 
to grow more than twice the rate of 
demand for supermarket foods. In 
fiscal 1981, General Mills' domestic 
package foods unit volume grew 3.7 
percent, following 3.4 percent growth 
the previous year. 

Organization 

General Mills' Consumer Foods 
operations are organized to provide 
quality products efficiently to 
consumers worldwide. Its food 
delivery system is built upon closely 
coordinated interactions among 
many food-related functions. These 
include areas such as procurement, 
product development, marketing, 
product testing, recipe service, quality 
control, operations control, 
production, transportation and sales. 
Sophisticated information systems 
provide critical product information at 
every step of the food delivery 
process. 

General Mills' six major U.S. 
package foods plants efficiently 
produced over 72 million cases of 
product in fiscal 1981. Consistently 
high levels of plant output are 
maintained throughout the year. Each 
plant produces a variety of products 
to meet varying seasonal demand 
levels. 

Collections of product shipped by 
full rail car or truck provide important 
distribution efficiencies; the large 
numbers and volume of product also 
contribute to the efficient use of 
Consumer Foods' sales force and 
allow the staffing of functional areas 
with the highest quality personnel 
possible. 

Market Position 

Organizational strengths and 
marketing knowhow are the reasons 
the majority of General Mills' 
established Consumer Foods brands 
have achieved leading share 
positions. In the seven dry package 
U.S. supermarket categories where 
General Mills' entries account for 
almost half of Consumer Foods' 
sales, company brands rank number 
one in market share in each category 
with the exception of cereals; Big G 
cereal entries are a strong number 
two. Consumer Foods dry package 
market shares average 30 percent 
and put General Mills' products in an 
excellent competitive position in 
terms of cost structure, marketing 


leverage and profitability. 

Newer markets involve heavy 
developmental costs. The key is to 
establish a strong market presence 
and steadily increase the profitability 
of product lines. 

Yoplait yogurt, which expanded to 
more than 80 percent of the United 
States in fiscal 1981, has made 
excellent progress and is now the 
number two yogurt brand nationally. 
Gorton's share of the retail frozen 
seafood market has grown from 11 
percent in 1976 to nearly 21 percent 
in 1981. Some new entries have 
proven more difficult to establish. 

Last fall, Saluto pizza was 
reintroduced with an improved crust, 
new packaging and the Chef Saluto 
name; a new mid-price product was 
also added to the line. This product 
now appears to have potential. A 
companion line of Chef Saluto 
entrees, introduced in 1980, was 
discontinued in 1981 because 
consumer demand proved lower than 
expected. 

This kind of new product activity 
will, in total, contribute significantly to 
profits during the next few years. It 
represents an important part of an 
expanding market base for Consumer 
Foods, which will help ensure 
continued vigorous growth. 

In 1981, sales and earnings of the 
company's Consumer Foods 
businesses were ahead of the 
company's five-year plan target. 
Through fiscal 1985, Consumer Foods 
will spend more than $500 million for 
capital expenditures in support of 
new products and market 
expansions, growth of established 
businesses such as cereals, and 
acquisitions. In addition to generating 
the cash flow necessary to finance 
its growth, Consumer Foods provides 
significant financing for expansion in 
other areas of the company. 
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Breakfast Products 

Fiscal 1981 was another excellent 
year for Big G cereal products- 
General Mills' largest single business. 
Big G achieved record sales and 
volume levels while continuing to 
increase market share and profits. 
Major factors contributing to this 
strong performance were the 
success of recently introduced new 
products and the vitality of Big G's 
established cereal brands, maintained 
through product improvements and 
effective marketing. 

The national introduction of Crispy 
Wheats 'n Raisins was completed 
early in fiscal 1981. This introduction 
was supported by the most 
aggressive marketing program in the 
history of Big G cereals and resulted 
in enthusiastic consumer acceptance. 
Crispy Wheats 'n Raisins, an all¬ 
family cereal, is unique in that it 
teams raisins with a good-tasting 
cereal base other than bran. 

Honey Nut Cheerios, in its second 
full year in national distribution, 
followed fiscal 1980's outstanding 
performance with continued volume 
and share gains. Together, Crispy 
Wheats 'n Raisins and Honey Nut 
Cheerios have captured more than a 
3 percent share of the ready-to-eat 
cereal market. 

Despite the strength of these new 
all-family brands, Cheerios, supported 
by increased advertising and 
promotion, remained the nation's 
number one ready-to-eat cereal in 
dollar sales. The product developed 
strong momentum in the second half 
of the year and recorded an increase 
in unit volume for the full year. Big G's 
second largest cereal brand, 
Wheaties, also responded to heavy 
promotional support late in the year 
and developed volume strength. 
While down in volume, Wheat Total 
continued to outperform competition 
in the adult fortified cereal category. 

Benefiting from major promotional 
efforts, a number of smaller 


Art Schulze, Exec¬ 
utive Vice Presi¬ 
dent, Consumer 
Foods 


established brands made significant 
unit volume gains. Kix cereal, for 
example, achieved its highest volume 
and share levels in more than 10 
years. Key to this performance was 
excellent consumer acceptance of 
Kix' bonus pack, which offered 13 
ounces of product for the price of 
nine, and a new advertising campaign 
stressing Kix' natural ingredients and 
good taste. 

Following extensive testing, an 
improved Trix cereal, now with tastier 
fruit flavors and brighter colors, was 
rolled into national distribution. An 
improved Buc*Wheats cereal, tested 
during fiscal 1981, will be introduced 
nationally in early fiscal 1982. An 
improved Cocoa Puffs cereal, with a 
more chocolaty flavor, is currently in 
test market. During the latter half of 
fiscal 1981, Donutz cereal, a 
sweetened, three-grain product 
primarily for children, entered regional 
markets. 

On a per serving basis, cereals 
remain the most popular main 
breakfast item with consumers. In 
fiscal 1981, retail sales of ready-to-eat 
cereals grew to S2.85 billion, with 
unit volume growth of 2.7 percent. 
This market continued to benefit 
from a number of factors: increased 
consumer interest in diet and health, 
convenience, low cost per serving 
compared to other breakfast 
alternatives, and an increasing child 
population. The continued importance 
of these factors through the 1980's 
should have a positive impact on 
cereal market growth. 

Nature Valley Line 

The market for specialty portable 
foods grew nearly 6 percent in unit 
volume and had consumer sales of 
$115 million in fiscal 1981. General 
Mills' participation in the market 
began with the introduction of Nature 
Valley granola bars in 1975. The 
Nature Valley line of granola snacks 
offers a wide range of tastes and 
textures with common 
characteristics: no additives or 
preservatives and 100 percent natural 
ingredients. Fiscal 1981 was the sixth 
consecutive year of growth for the 
line. 

Nature Valley granola bars achieved 
an all-time record volume in 
distribution through supermarkets, 
vending, drugstore and candy outlets. 
The product established its record 
despite the national introduction of 
Nature Valley Granola Clusters, a 
companion product also made with 
natural ingredients. Granola Clusters 
achieved significant volume levels in 
its first year of national distribution. 
Currently, Nature Valley Light & 
Crunchy granola snack, a 100 percent 


natural, puffed granola product, is 
moving into national distribution. 

Yoplait Yogurt 

During fiscal 1981, Yoplait experienced 
dramatic growth in the $470 million 
refrigerated yogurt market as its unit 
volume increased more than 65 
percent over the previous year. With 
expansion into New York and 
Philadelphia markets, areas of high 
yogurt consumption, Yoplait is now 
available in more than 80 percent of 
the U.S. It is the number two brand 
nationally and the number one brand 
west of the Mississippi River. 

In addition to the regular Yoplait 
product (an all natural French-style 
yogurt with a unique creamy texture 
and real fruit pieces), a custard-style 
product has been developed. 
Distribution of this new Yoplait 
product into the western United 
States has begun. 

Baking Mixes 

Fiscal 1981 marked Bisquick's 50th 
year as America's leading variety 
baking mix, and the product again 
achieved a record in unit sales. The 
Bisquick Recipe Club, initiated to 
promote the brand's 50th anniversary, 
now has almost half a million 
members. Product improvements 
and a consistent marketing strategy 
have generated significant unit 
volume for more than a decade. 

General Mills continued as the 
leader in the $165 million dehydrated 
potato market in fiscal 1981. Sharp 
increases in fresh potato prices 
stimulated significant volume 
increases for both the instant 
mashed and specialty potato 
segments of this market. In the 
specialty potato segment, General 
Mills' line of potato mixes recorded 7 
percent unit volume growth, setting a 
new record for the sixth consecutive 
year. A new, reformulated flavor, 
Julienne potatoes, was introduced 
nationally during the year. In the 
instant mashed potato segment. 
Potato Buds posted a 6 percent 
volume gain, despite intensive 
competition. 

Dollar sales of the add-to-meat 
dinner mix market increased 10 
percent to more than $90 million. 
General Mills' line of Hamburger and 
Tuna Helper mix products holds a 
commanding position in this category. 
In fiscal 1981, Hamburger Helper unit 
volume increased 1 percent. 

Bac*Os, the leader in the bacon 
garnish category, continued its strong 
upward trend, registering an 8 
percent gain in unit sales. Growth in 
salad consumption is expected to 
contribute to continued gains. 
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Shown left to 
right top to bot¬ 
tom: ready-to-eat 
cereals Honey Nut 
Cheerios, Crispy 
Wheats 7 ? Raisins 
and Total; Nature 
Valley granola 
bars. Hamburger 
Helper dinner mix, 
Wheaties cereal; 
Bisquick butter¬ 
milk baking mix, 

Vo plait yogurt Au 
Gratin potatoes 
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Flour and Commercial Food 
Operations 

Fiscal 1981 was a good year for the 
$450 million family flour market, with 
unit volume levels equal to those of a 
year ago. Over the long-term, this 
market has been declining slowly, 
reflecting the presence of more 
convenience-oriented baking 
alternatives in the marketplace. 

General Mills participates in the 
family flour market with a number of 
brands, led by Gold Medal "kitchen- 
tested" flour. In contrast to long-term 
market trends, General Mills' family 
flour business achieved volume and 
market share gains in fiscal 1981, and 
General Mills enjoyed twice the 
share of its major competitor. This 
performance reflects the company's 
ongoing commitment to providing 
the highest quality product with the 
most consistent baking results 
possible. Emphasis placed on 
merchandising smaller package sizes 
and extensive recipe service to 
consumers also contributed to Gold 
Medal's success. 

In the food service area. General 
Mills achieved strong volume and 
earnings gains. The company's food 
service business benefited especially 
from the market strength of its 
branded dry mixes, bowl pack cereals 
and new product entries. 

General Mills' bakers flour also 
posted excellent results in fiscal 1981, 
and unit volume sales were at the 
highest level in recent years. Mill 
capacity utilization was excellent. 

General Mills' commodity 
merchandising operations had a very 
good year. On the last day of fiscal 
1981, the company acquired J. Lynch 
and Company, Inc., a privately-owned 


Walter Barry, Exec¬ 
utive Vice Presi¬ 
dent Consumer 
Foods 


grain firm headquartered in Salina, 
Kansas. The acquisition of J. Lynch 
and Company strengthens General 
Mills' grain merchandising operations 
in one of the company's key grain 
market areas. 

Desserts 

The strategy for Betty Crocker 
dessert mixes emphasizes the 
profitable maintenance of market 
share positions through attention to 
product quality, continuing innovation, 
and the timely introduction of line 
extensions. Successful execution of 
this strategy enabled Betty Crocker 
desserts to show volume growth 
while maintaining their leadership 
positions in dessert segments 
totaling $900 million in retail sales. 

Performance highlights in fiscal 
1981 included strong volume and 
share gains by reformulated 
SuperMoist layer cakes, up in unit 
volume for a second successive year, 
and record volume by Betty Crocker 
brownie and blueberry muffin mixes. 
Betty Crocker frosting mixes also 
enjoyed unit volume and share gains, 
due in part to the introduction of two 
new flavors: Cream Cheese and 
Nuts, and Coconut Almond. 
Reformulated Brownie Supreme, 
with pudding in the mix, was 
introduced nationally in March; a new 
Golden Supreme, light in color, with 
chocolate chips, was introduced in 
the first quarter of fiscal 1982. 

Frozen Foods 

Gorton's retail seafood business was 
adversely affected by recessionary 
pressures which influenced 
consumer buying decisions in fiscal 
1981. While unit volume was down, 
Gorton's achieved market share gains 
and strengthened its overall number 
two position in the processed 
seafood market. An improving retail 
environment, increased marketing 
support and the national introduction 
of a new line of Potato Crisp-coated 
fish products resulted in strong 
volume growth in the fourth quarter. 

Gorton's canned seafood business 
fared well during the year, achieving 
volume gains over the previous year's 
results. At the end of fiscal 1981, the 


commodity-oriented, low margin 
segment of Gorton's food service 
business was sold, and Gorton's 
Miami shrimp processing facility was 
closed to reduce excess capacity for 
breaded shrimp and shrimp specialty 
items. 

Unit volume of the frozen pizza 
market increased approximately 5 
percent during fiscal 1981. 
Reintroduction of an improved pizza 
under the Chef Saluto label improved 
market share. Marketing emphasis 
has been focused on strengthening 
Saluto's participation in the traditional 
thin crust segment, which accounts 
for more than 85 percent of total 
frozen pizza volume. 

Other Areas 

General Mills' Canadian food 
operations had an excellent year in 
fiscal 1981. Big G cereals posted an 
outstanding performance and had 
significant volume and share gains. 
The successful introductions of Honey 
Nut Cheerios and Crispy Wheats 'n 
Raisins were important contributors 
to these achievements. Cake and 
frosting mix lines also showed 
volume growth. Lancia Bravo had 
modest gains, based primarily on its 
pasta volume, which was up 7 
percent in a market that grew 1 
percent. 

Export sales of bakery flour and 
package foods were at near record 
levels, as were the results of flour 
milling operations in Latin America. 

Pioneer Products, marketer of cake 
toppings and party favors, achieved 
higher volume and gains in both sales 
and earnings during fiscal 1981. A 
substantial increase in merchandise 
placements contributed to this 
performance. 

O-Cel-O, the leading maker of 
consumer and commercial sponges, 
had sales and earnings exceeding 
prior year levels. 
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Shown left to 
right top to bot¬ 
tom: Gold Medal 
flout Gorton's 
Potato-Crisp fish 
fillets; 

assorted food 
service products, 
Creamy Deluxe 
ready-to-spread 
frosting, Chef Sa- 
luto frozen pizza; 
Betty Crocker 
Fudge Supreme 
brownie mix, Su- 
perMoist cake 
mix, Lancia pasta 
and Bravo sauce 
products (General 
Mills Canada) 




From the Betty 
Crocker test 
kitchens comes a 
wide variety of 
baking and des¬ 
sert mixes. Con¬ 
sumers look for 
the famous signa¬ 
ture and the famil¬ 
iar red spoon as 
an assurance of 
good taste and 
quality. 















Domestic Snacks 

Overall snack consumption in the 
United States continued to grow 
during 1981, but this growth varied by 
product segment. Tom's Foods, 
General Mills' most important snack 
food business, achieved both record 
unit volume and earnings. Sales also 
reached a new high, exceeding $175 
million. 

A number of factors contributed to 
this performance. Sales of bagged 
chips and peanuts were up over the 
previous year. Introduction of new 
chip, baked and candy products 
added volume and profit. A 5 percent 
increase in the number of Tom's 
independent distributors and delivery 
routes resulted in market expansion. 
Additional placement of vending 
machines, coupled with increased 
presence in metropolitan areas, 
strengthened the company's market 
position. 

Tom's distribution is now 
concentrated in the southeastern and 
southwestern United States. Future 
expansion of geographic and outlet 
distribution, coupled with further 
expansion of the company's vending 
program, should ensure continued 
growth. 

To support this growth, Tom's 
opened a new chip snack plant in 
Perry, Florida, during the year. A new 
plant in Knoxville, Tennessee, is 
partially in operation; completion is 
scheduled for mid-fiscal 1982. 

GoodMark Foods reported 
increased sales and earnings for fiscal 
1981. These results were due 
primarily to the volume stability 
achieved by the company's Slim Jim 
meat snack line, coupled with 
significant sales and earnings gains 


Pete Townley, Ex¬ 
ecutive Vice Presi¬ 
dent Consumer 
Foods 


by GoodMark's expanding line of 
non-meat snack items. 

GoodMark has maintained its 
leadership position in the static meat 
snack market by continuing to 
emphasize meat snack items with a 
better perceived price/value 
relationship. The company has also 
developed new and successful Slim 
Jim and Pemmican beef jerky 
products. 

Strategically, GoodMark continues 
to build on its meat snack distribution 
base with an expanding line of non¬ 
meat products. This includes the 
Andy Capp brand of snacks, which 
achieved a better than 20 percent 
increase in sales during fiscal 1981. 
Late in the year, GoodMark became 
the exclusive distributor of the 
Woodfield Farms brand of 100 
percent natural fruit and nut snack 
products. 

Despite recent downward trends 
in the bubble gum market, the 
Donruss bubble gum company 
posted substantial sales, earnings 
and unit volume gains. The 
company's basic lines of Super 
Bubble gum and Color Bubbles ball 
gum achieved both market share and 
unit volume growth. 

Donruss' strategy of introducing 
more novelty gum products and 
bubble gum trading cards 
complemented the growth of its 
basic lines. In the spring of 1981, the 
company introduced a line of baseball 
trading cards that won immediate 
popularity. A new line of trading cards 
featuring leading golf professionals 
was launched in the summer of 1981. 

European Foods 

General Mills' established European 
food operations had a highly 
successful year, reporting substantial 
gains in sales and earnings. 

Biscuiterie Nantaise (BN), a cookie 
and snack manufacturer based in 
France, maintained its strong brand 
leadership positions, with sales 
exceeding $100 million. 

Market share increases achieved 
by BN's line of extruded snack 
products, coupled with strong 
volume levels generated by its 


mainstay cookie lines, made fiscal 
1981 a strong year for the company. 

In the Benelux countries, Smiths 
has long been the leading name in 
the potato chip and bagged snack 
markets. Operations of both Smiths 
Belgium and Smiths Holland 
benefited from renewed strength in 
the chip market. Smiths Super Chips 
continued to do well, while the 
market for extruded snacks remained 
soft. 

Zach, based in Austria, enjoyed 
strong gains by its snack items and a 
solid performance by zwieback. 

General Mills' established 
European food companies have 
averaged earnings growth of more 
than 10 percent in the past five years. 
The strategies for maintaining an 
attractive growth rate remain 
unchanged. By achieving increased 
efficiencies and broadening the 
business base, the company expects 
to assure future progress. The 
acquisition in fiscal 1981 of PYCASA, 
a manufacturer of frozen snacks and 
light entrees in Spain, signals a new 
direction for European foods. Other 
acquisitions in the high value-added 
consumer food area are expected to 
expand European food operations. 

New Business 

During the fiscal year the New 
Business Division was formed to 
work with James Ford Bell Technical 
Center in identifying major new 
market opportunities for internal 
development. Major areas of interest 
and potential have been identified 
and good progress has been made. 

General Mills' program to grow 
lettuce in a controlled environment 
exemplifies the company's 
commitment to identify and enter 
new supermarket segments, 
capitalizing, where possible, on 
internal resources and technical 
capabilities. The lettuce project 
remains in the prototype research 
stage pending improvement of 
product yields in the first commercial 
plant. 


10 


Shown left to 
right top to bot¬ 
tom: Smiths Su¬ 
per Chips 
(Benelux), 

Donruss Super 
Bubble gum, 
Goodmark Slim 
Jim meat snacks; 
Biscuiterie Nan- 
taise cookies 
(France); Smiths 
Mama Mias snack 
(Benelux), Zach 
So/letti salt sticks 
(Austria), PYCASA 
La Cocinera frozen 
foods (Spain) 










Restaurants 


The market for meals eaten away 
from home totaled an estimated $87 
billion during fiscal 1981, reflecting 
annual growth of 9 percent. The 
General Mills Restaurant Group 
substantially outpaced restaurant 
industry performance and took 
important steps to ensure continuing 
rapid growth in the years ahead. 

Sales grew 33.9 percent and reached 
$704.0 million. Operating profits grew 
even faster, increasing 42.9 percent 
to $75.3 million. Red Lobster Inns 
specialty seafood restaurants 
generated the major portion of both 
the sales and earnings gain. As a 
result, pretax return on average year- 
end identifiable assets reached 23.2 
percent, 1.5 percentage points above 
the previous year. This achievement 
again places the company's 
restaurant activities near the top of 
the restaurant industry in this 
important performance 
measurement. 

Operating Highlights 

Red Lobster Inns had an 
exceptionally good year, substantially 
exceeding its sales and earnings 
goals. Sales topped $525 million, a 
gain of 33 percent over last year's 
record, and average annual volume 
surpassed $1.9 million per unit. 
Despite industry softness, Red 
Lobster achieved an average weekly 
gain in guest count over the prior year 
in 11 of 12 months and for the year in 
total. 



Joe Lee, Executive 
Vice President, the 
General Mills Res¬ 
taurant Group 


The ability to post such results is 
testimony to the strength and 
expandability of the Red Lobster 
concept, the dedication and hard 
work of 21,000 employees and the 
success of several ongoing 
programs. For example, effective 
television advertising is attracting an 
increased number of customers in 
many markets; the Guest Hospitality 
program is dramatically improving 
customer service; the remodeling 
program is enhancing the dining 
experience and the expansion of 
certain high volume restaurants is 
accommodating more weekend 
guests. At the same time, Red 
Lobster's attention to labor 
productivity is resulting in 
substantially higher profitability. 

During the year, many older units 
were upgraded in both decorand 
efficiency and 37 restaurants were 
expanded as part of Red Lobster's 
remodeling program. A net addition 
of 31 units brought the chain's total to 
291 at the end of the year. 

The York Steak House chain has 
132 self-service restaurants, primarily 
in shopping malls across the 
Northeast, North Central and 
Midwest. It focuses on providing 
consumers quality, budget-priced 
meals. The chain expanded through a 
net addition of 16 units and achieved 
the highest level of sales per unit in 
its market segment in fiscal 1981. 

Fiscal 1981 was a challenging year 
for York, as the decline in shopping 
mall patronage nationwide affected 
customer traffic. However, York's 
marketing strategies and expanded 
menu are bringing improved 
performance. The chain introduced 
honey-glazed broiled chicken and, 
more recently, a broiled fish 
almondine entree. It also added a 
sirloin tips platter, now York's best¬ 
selling item, and several new salads. 

Newer Concepts 

The Restaurant Group made 
significant progress in developing a 
strong, expandable entry in the fast¬ 
growing Mexican restaurant market. 
Casa Gallardo added eight units in 
fiscal 1981, bringing its total to 10. 
Expansion will be concentrated in 
large urban areas of the central and 
southern United States. 

Darryl's, a high volume regional 
chain based in North Carolina, was 
acquired during the first quarter of 
fiscal 1981. Darryl's offers a wide 
variety of food, including ribs, salads, 
Italian dishes and hearty sandwiches, 
served in a turn-of-the-century 
atmosphere. At the end of fiscal 1981, 
Darryl's had 11 active units; additional 
units are planned in the southeastern 
United States. 


The Good Earth restaurants were 
acquired in November, 1980. This 
concept emphasizes fresh fruits and 
vegetables, a wide variety of entrees 
and whole grain baked goods. 
Currently, Good Earth includes three 
company-owned units and 16 
franchised units located in western 
and central states. While existing 
franchise agreements will be fulfilled, 
future expansion will be achieved 
primarily through the addition of 
company-owned units. 

General Mills has maintained an 
experimental shrimp aquaculture 
project in Honduras, Central America, 
for several years. Technical progress 
has now made it possible to 
commercialize the process, and an 
Associate Grower Program is being 
developed with Central American 
landholders. 

Future Outlook 

The restaurant market's share of 
food sales now exceeds 30 percent 
in the United States and continues to 
grow. Most industry forecasters 
believe that the market will grow at 
an average annual rate of 10 percent 
in dollar terms and exceed $125 
billion by 1985. Demographic 
projections for the next five years are 
favorable for mid-price, family 
concepts like those in the General 
Mills Restaurant Group. Population 
growth trends are expected to be 
most favorable in Sun Belt states, 
where the group's growth plans are 
focused. 

To capitalize on these trends and 
achieve sales of $1.5 billion by fiscal 
1985, the company plans to invest 
more than $500 million while 
expanding to over 800 units from the 
447 company-operated restaurants 
now open. This includes the addition 
of 35 Red Lobster Inns, 15 York Steak 
Houses and 20 units of the newer 
concepts in fiscal 1982. SigmaCon, 
the design, construction and 
equipping arm of the group, provides 
an important resource in ensuring 
execution of this expansion in a 
timely and efficient manner. 

While Red Lobster and York will 
contribute the major growth near- 
term, the newer concepts will be 
developed and expanded further and 
be poised to provide momentum for 
continued rapid growth in the second 
half of the decade. The company also 
will explore opportunities for 
operating internationally. A basic 
agreement has been signed with 
Jusco Co., Ltd., the fourth largest 
retail company in Japan, to conduct a 
joint study of the feasibility of 
operating Red Lobster Inns in Japan. 
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York Steak 
House, Casa Gal¬ 
lardo Mexican res¬ 
taurant, The 
Good Earth, and 
Darryl's round out 
General Mills'Res¬ 
taurant Group, 
providing impor¬ 
tant balance in 
terms of food and 
service offered. 


Red Lobster Inns 
of America is the 
country's largest 
full-service din- 
nerhouse chain. 
Red Lobster offers 
a complete menu, 
emphasizing a va¬ 
riety of seafood 
like the boiled fish¬ 
erman's platter 
pictured here. 









Toys 


Fiscal 1981 was another year of 
progress for General Mills' Toy Group. 
Operating profits grew 17.5 percent 
to a record $70.6 million, and sales 
reached $674.3 million, a gain of 4.2 
percent. As a result of this 
performance, pretax return on 
average year-end identifiable assets 
improved 1.8 percentage points to 
16.7 percent. These results were 
achieved in a difficult year and were 
in direct contrast to the financial 
performance of most major 
competitors. 

The Toy Group's success was 
made possible by continued strong 
momentum by operations in North 
America and was achieved despite a 
difficult market for electronic games. 
The vitality of the company's many 
basic product lines and strong 
consumer acceptance of new 
products were important parts of this 
performance. The STRAWBERRY 
SHORTCAKE family of products, 
derived from an American Greeting 
Card series, and additions to the 
STAR WARS line based on the new 
film "The Empire Strikes Back," 
became best-sellers in a variety of 
craft, game and toy lines. Continued 
unsatisfactory results from European 
operations, which reported a sales 
decline and operated at a loss, 
restrained overall growth. 

Domestic Group 

Strong performance of basic 
categories enabled Parker Brothers to 
achieve record sales and excellent 
earnings. Leadership in the important 
family board game segment was 
maintained with 12 percent sales 
growth; Parker's "Monopoly," "Clue," 
"Sorry" and "Mad Magazine" 


Jim Fifield, Execu¬ 
tive Vice Presi¬ 
dent, the General 
Mills Toy Group 


trademarked games each sold more 
than one million units. Sales of word 
games grew 25 percent with 
"Boggle" becoming the top ranking 
item; its volume exceeded two 
million units. Vigorous promotion 
helped keep "Nerf" football and 
soccer balls as category leaders. 

Parker Brothers' electronic game 
sales grew by more than 35 percent 
and "Merlin," in its third year, became 
the toy industry's number one item in 
retail dollar sales. Despite the 
success of "Merlin," the company 
and other major marketers of 
electronic toys and games felt the 
effects of sharply lower consumer 
purchases than the trade had 
expected. This resulted in 
cancellations and low reorder rates, 
particularly for new higher-priced 
electronic items. While anticipating a 
pause in market growth for 
Christmas 1981, the company 
continues to view long-term 
prospects for proprietary electronic 
items favorably and intends to pursue 
future opportunities aggressively. 

Kenner Products experienced one 
of its best years. With the spectacular 
success of new STAR WARS 
products, Kenner achieved its third 
consecutive year of STAR WARS 
sales in excess of $100 million. It 
appears this trend will continue for a 
fourth year in fiscal 1982. 

The Kenner STRAWBERRY 
SHORTCAKE line was a retail best¬ 
seller in fiscal 1981. It has now been 
expanded with five additional 
characters and a number of 
accessory items. Other promising 
new products include the "FAST 
Ill's" (unique die cast cars) and 
"Glamour Gals" (miniature fashion 
dolls). These additions to Kenner's 
existing line give every evidence of a 
strong year ahead for the company. 

Fundimensions completed its best 
year in history, with improved results 
for each of its basic product lines. The 
success of STRAWBERRY 
SHORTCAKE reversed a downward 
trend that the Craftmaster line of 
hobby products had been 
experiencing for several years. MPC's 
1/25th scale "Dukes of Hazzard" 
model car kit became the fastest- 
selling kit on the market. Sales of 
"Lionel" trains for collectors reached 
record levels. Excellent bookings 
provide confidence for continued 
progress in fiscal 1982. 

International Group 

Strong growth by Lili-Ledy in Mexico, 
which led to record sales and 
earnings, enabled international toy 
operations to show improved results 
as compared to the prior year. 


Prospects appear favorable for 
continued strong leadership in the 
growing Mexican toy market. 

European toy markets suffered a 
second successive year of decline in 
unit volume as wholesalers and 
retailers continued to exercise 
caution in setting inventory levels. In 
this environment, reduced sales 
failed to provide adequate margins. 
Corrective measures have been 
taken to reduce expense levels, 
tighten management controls and 
improve merchandising direction. 
These actions plus the acquisition of 
Airfix, the leading model kit 
manufacturer in England, strengthen 
European toy operations and bode 
well for improved results in fiscal 
1982. 

Outlook 

General Mills' Toy Group is the leader 
in a world-wide toy market that totals 
$11.5 billion in sales. Prospects for 
this market, and General Mills' 
participation in that market, continue 
to be promising. Contributing to this 
outlook are an expected increase in 
the number of births, higher family 
incomes and significant market 
expansion potential as a result of 
General Mills' broadened new 
product development capabilities. 

The nature of the Toy Group's 
diversification and balance has 
enabled operating profit to grow at a 
compound annual rate of 12.4 
percent over the past five years 
despite wide variations in the 
performance of worldwide 
operations. Strong new product and 
property development programs plus 
solid proprietary positions with many 
staple game, toy and craft items 
place the General Mills Toy Group in 
a strong position to achieve excellent 
future growth. 

For calendar 1981, unfavorable 
economic conditions throughout the 
world and a likely decline in 
manufacturer sales of electronic 
games and toys as compared to the 
prior year will inhibit market growth. 
Despite this, the company remains 
confident that the Toy Group will 
show good gains in the year ahead. 
Strong bookings for long-established 
product lines, mostly sold at lower 
and moderate price points, coupled 
with extremely strong consumer 
demand for STAR WARS and 
STRAWBERRY SHORTCAKE items 
provide confidence that a favorable 
performance will be sustained. 
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The STRAW¬ 
BERRY SHORT¬ 
CAKE line of dolls 
and accessories 
was a retail best¬ 
seller this past 
year 



Parker Brothers' 
"Medin" became 
the toy industry's 
leading item in re¬ 
tail dollar sales. 


MPC's 1/25th scale 
"Dukes of Haz- 
zard" car model 
was the hottest kit 
on the market 














Fashion 


Fiscal 1981 was an exceptional year 
for General Mills' Fashion Group. 

Sales increased 37 percent to $580.5 
million. Operating profits increased 
100 percent to a record S87.5 million. 
Pretax return on average year-end 
identifiable assets reached 31.5 
percent-the highest of any of the 
company's business areas. David 
Crystal made important contributions 
to this progress, with excellent gains 
by Izod/Lacoste alligator emblem¬ 
bearing apparel for men, women and 
children. Monet's costume jewelry 
sales growth slowed but its market 
share increased, while Foot-Joy 
continued to dominate the quality 
golf shoe market segment. Losses at 
Ship 'n Shore have been significantly 
reduced, and management is 
confident that the turnaround will 
continue. 

As a result of the strong fiscal 1981 
performance, Fashion Group sales 
have tripled during the past five years, 
and operating profits are four and 
one-half times the level of fiscal 1976. 

The current performance and the 
forecasted demand for apparel and 
accessories give management 
confidence that further growth can 
be achieved. General Mills' Fashion 
Group is positioned to realize the 
benefit of major trends affecting 
quality-minded consumers. 


Jane Evans, Exec¬ 
utive Vice Presi¬ 
dent, the General 
Mills Fashion 
Group 


The total fashion industry is 
estimated at over $120 billion in retail 
sales, with approximately 80 percent 
accounted for by apparel. The 
moderate to better-priced fashion 
market, where General Mills' fashion 
companies compete, accounts for 
approximately 30 percent of all 
apparel and accessories dollar value. 
This segment is expected to increase 
at a rate of 12 percent annually over 
the next five years, exceeding the 
industry rate in total, which grew at 
approximately 7 percent in fiscal 
1981. This favorable outlook can be 
attributed to several key socio¬ 
economic factors including: the 
continuing influx of women into the 
workforce, which creates the need 
for expanded wardrobes and 
accessories, while providing the 
income to purchase them; and 
consumer focus on health, fitness 
and the use of leisure time, which 
creates needs for specialized apparel 
and accessories. 

Outlook 

In fiscal 1982, consumer demand for 
David Crystal's line of Izod/Lacoste 
alligator emblem-bearing apparel 
remains strong. To maintain the 
competitive position of Izod/Lacoste 
as the leading brand of quality leisure 
apparel for active people, construction 
of a knitting, dyeing and finishing 
facility has recently been completed. 
This facility will produce a high quality 
fabric exclusive to David Crystal's 
shirts. Further volume and earnings 
gains are expected, outpacing the 
growth of the quality apparel 
segment. 

Ship 'n Shore continues to enjoy a 
strong consumer franchise, and 
remains the most important resource 
in the main floor shirt and blouse 
market segment. Margin 
improvements have been achieved 
by shutting down inefficient 
manufacturing plants and shifting 
production to more economical 
facilities. Ship 'n Shore's new fall line, 
which was introduced in late April, 
has generated the best bookings the 
company has experienced in recent 
years. 

Bookings for fall apparel by Lord 
Jeff, a leader in the men's quality 
sweater market, are also up. Sales 


are expected to show renewed 
growth, reflecting the market 
strength of Lord Jeff's classic styles 
and the introduction of the new John 
Weitz sweater line. 

Despite recent weakness in the 
costume jewelry market, Monet 
achieved market share growth and 
strengthened its position as the 
dominant brand of costume jewelry 
sold in department stores. The 
concept of staffing Monet sales 
counters with trained, uniformed 
personnel continues to be successful 
and will be expanded to 100 stores 
during fiscal 1982. Monet has been 
successfully introduced in leading 
department stores in Europe and 
Japan. Plans call for increased 
distribution in these international 
markets. 

A new line of costume jewelry, 
named Goldmime, has been 
successfully test marketed in mass 
market channels and will be 
expanded. The Ciani line of precious 
metal jewelry is being repositioned to 
appeal to the purchasers of better- 
priced fashion accessories. 

Foot-Joy continued to experience 
significant sales growth in fiscal 1981 
and currently sells one out of every 
three pairs of golf shoes purchased in 
the U.S. While maintaining this 
leadership in the golf shoe market, 
Foot-Joy has penetrated other 
athletic footwear markets. The 
company's racquetball shoe is rapidly 
becoming the number one seller in 
that category, and a new line of 
tennis footwear has been introduced. 

Results for Lark Luggage 
Company, a leading supplier of soft- 
side luggage, reflected a generally 
poor year for the luggage market. A 
redesigned collection of Izod/ 

Lacoste sportsbags and a new line of 
lightweight luggage will place Lark in 
a position to achieve strong growth 
during fiscal 1982. 
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Pictured clock¬ 
wise: Foot-Joy 
golf shoes, Monet 
Jewelry, Lord Jeff 
sweaters. Ship 'n 
Shore women's 
blouses. Lark Lug¬ 
gage, David Crystal's 
Jzod/Lacoste 
alligator emblem¬ 
bearing apparel. 














Specialty Retailing 
and Other 


Consolidated sales for General Mills' 
broadly diversified group of retail, 
collectible and furniture companies 
were up 6.4 percent to S379.0 million 
in fiscal 1981, a year which proved 
particularly difficult for retail and 
collectible businesses. Combined 
operating profits for the year declined 
to $13.2 million, with more than half 
of that reduction attributable to the 
drop in collectible's earnings from last 
year's unusual peak. As a result of 
this performance, this group's pretax 
return on average year-end 
identifiable assets was at an 
unsatisfactory level of 6.3 percent. 

Specialty Retailing 

The total U.S. retail industry is 
expected to grow at an annual rate of 
more than 10 percent over the next 
five years. Specialty retailing is one of 
the fastest-growing segments of that 
market and accounts for more than 
$170 billion in sales. Retail concepts 
in this category offer consumers a 
focused merchandise assortment 
within a well-defined area of 
consumer need. 

General Mills' specialty retailing 
concepts-The Talbots, Eddie Bauer, 
Wallpapers To Go, and LeeWards- 
recorded solid sales growth in 1981, 
with increases in excess of 15 
percent. At year end, this group 
included 162 stores plus mail order 
operations located throughout the 
U.S. and Canada. 


Bob Hatch, Execu¬ 
tive Vice Presi¬ 
dent, Specialty 
Retailing and 
Other operations 


A fifth specialty retailer, Wild West 
Stores, was acquired on May 1,1981. 
The company operates 25 stores 
located primarily in southern 
California. Wild West has become a 
well-established retailer, and provides 
a dominant selection of current, 
casual fashions for the whole family 
at moderate prices. Significant 
expansion of the concept on the 
West Coast is planned. 

The Talbots, a retailer of high 
quality, classic apparel for women, 
achieved strong volume growth but 
reduced earnings as higher expenses 
and the impact of a very competitive 
operating environment put pressure 
on margins. During the year, Talbots' 
shop-at-home business was 
upgraded and six new retail units 
were added for a total of 21 stores in 
eight states. 

Eddie Bauer, long a leader in quality, 
down-insulated products and outdoor 
gear, once again showed improved 
retail and mail order sales in 1981. In 
addition, continued emphasis on 
working capital management and 
expense control produced positive 
results. 

Wallpapers To Go, an in-stock, full- 
service retailer of quality wall¬ 
coverings, had a difficult year, 
operating in an economic 
environment characterized by high 
interest rates and the second lowest 
level of housing starts in 10 years. 
Despite these conditions, Wallpapers 
To Go achieved solid market share 
growth and moved aggressively to 
consolidate its midwestern 
expansion, opening 29 new stores. A 
new midwestern distribution center 
was established in Dayton, Ohio, and 
the total number of units in the chain 
grew to 95. Store openings in fiscal 
1982 will be concentrated in 
established markets. 

LeeWards, America's homecraft 
center, achieved improved sales and 
earnings, as strategies to upgrade 
both retail and mail order businesses 
demonstrated excellent progress. 

The new retail concept of smaller, 
upscale units in multiple store 
markets has worked well in test 
areas and will be expanded. 
Additionally, the upgrading of older 
stores and the expansion of the 
revised mail order format will be 
continued. 


Collectibles 

General Mills' collectible companies 
suffered significant sales and 
earnings declines following the 
extraordinarily high market activity of 
1980. Bowers & Ruddy Galleries, 
internationally recognized as the 
leading authority and auctioneer of 
rare coins, posted reduced sales in a 
rare coin market that declined to 
levels significantly below those of the 
previous year. Operating earnings 
were further reduced by an inventory 
revaluation. H.E. Harris, the leading 
U.S. marketer of stamps and stamp 
collecting supplies, also had reduced 
sales and earnings in the similarly 
depressed stamp industry. The 
market outlook for collectibles in 1982 
remains uncertain. 

Furniture 

Furniture operations had a good year, 
posting a combined sales increase of 
16 percent and a 25 percent gain in 
operating earnings. All three 
companies—Pennsylvania House, 
Dunbar and Kittinger-contributed to 
the gains. 

Pennsylvania House, the largest of 
the three manufacturers, had a slow 
first quarter but enjoyed a record- 
breaking second half and strong 
orders for its recently introduced line 
of solid cherry furniture. The addition 
of a new upholstery plant this fall 
should have a positive effect on fiscal 
1982 results. 

Strong demand continued for 
Kittinger's line of fine traditional 
furniture. In fiscal 1981, results of the 
Kittinger operation exceeded those of 
a year ago, despite a 24-day strike at 
the company's Buffalo, New York, 
plant. 

For Dunbar, which competes in the 
high-quality, contemporary furniture 
market segment, fiscal 1981 
shipments exceeded those of the 
previous year by more than 70 
percent. 

At the close of fiscal 1981, all 
three furniture companies had a 
strong backlog of orders and were 
poised for further improvements in 
performance during the year ahead. 
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Shown left to 
right top to bot¬ 
tom: Wallpapers 
To Go, an in-stock 
retailer of wall¬ 
coverings and 
supplies; Wild 
West Stores, a 
California-based 
retailer of casual 
clothes; LeeWards 
Creative Crafts; 
Eddie Bauer, a 
leading name in 
down-insulated 
clothing and out¬ 
door gear; H.E. 
Hams Stamp 
company. Bowers 
& Ruddy Galleries, 
rare coin dealers 
and auctioneers; 
General Mills' fur¬ 
niture companies' 
Pennsylvania 
House, Dunbar 
and Kittinger. 


The Talbots offers 
an array of high- 
quality, classic 
women's apparel 
through its 21 re¬ 
tail stores and an 
advanced shop-at 
home catalog 
business. 






4 .^ 














Corporate Responsibility 


The corporate objectives of General 
Mills include a specific commitment 
to social responsibility that in 
aggregate places the company in a 
leadership position among major 
corporations. This commitment 
recognizes an obligation to four key 
constituencies—consumers, 
employees, shareholders and society 
—and in fiscal 1981, we worked 
aggressively to meet this obligation. 

Employee Relations 

Careful attention to Employee 
Relations is a key Corporate 
Responsibility. General Mills' basic 
philosophy continues to be one of 
recruiting and hiring the best talent 
available, and providing an innovative 
work environment in which an 
individual may exercise his or her 
creativity to grow and prosper. 

In a year marked by concern over 
double-digit inflation and an uncertain 
economy, relations with employees 
remained strong and constructive. 
We developed new programs to 
encourage improved interpersonal 
communications among all 
employees and implemented new 
training programs designed to 
increase awareness of employee 
needs. We introduced a number of 
new benefits for employees and 
continued to maintain competitive 
compensation policies based on 
individual performance and merit. 


Management and union 
representatives negotiated 19 parent 
company and subsidiary labor 
contracts in fiscal 1981. Among these 
was the Master Agreement with the 
American Federation of Grain Millers, 
which covers the fringe benefits and 
working conditions of some 3,700 
employees in 17 local bargaining 
units. A five-week strike by Kittinger 
employees at Buffalo, New York, in 
the fall of 1980 was the only work 
stoppage during the year. 

The company's commitment to 
improved productivity was extended 
in fiscal 1981. Several major projects 
contributed significantly to earlier 
shipments and lower unit costs. 

Many individual operating units 
developed and implemented a variety 
of productivity programs which were 
focused on improved employee 
communications and strengthening a 
positive work climate. 

General Mills' commitment to 
Equal Employment Opportunity and 
Affirmative Action remains strong 
and unqualified. At present, minorities 
comprise 18 percent of the 
company's total domestic work 
force; females, 46 percent. The 
company's affirmative action efforts 
encompass the employment and 
promotion of not only minorities and 
women, but also qualified 
handicapped individuals, Vietnam-era 
veterans and older workers. During 
the year, almost 1000 managers and 
supervisors participated in the 
company's Affirmative Action training 
seminar. 

Conservation of Resources 

General Mills' energy conservation 
efforts continued in fiscal 1981. 
Increasing returns from programs put 
into effect years earlier, coupled with 
the success of more recent efforts, 
have resulted in savings of $37 
million since the major conservation 
program began seven years ago. 
Overall energy usage for calendar 
1980 was 22.5 percent less per unit 
of production than in 1972. 



Paul Parker, Execu¬ 
tive Vice Presi¬ 
dent Chief 
Administrative Of¬ 
ficer 


Performance improvements 
realized by the company's automobile 
fleet saved approximately 1.5 million 
gallons of gasoline on an annualized 
basis and were a major factor 
contributing to the overall energy 
usage reduction. 

Nutrition 

General Mills seeks to utilize its many 
resources in support of nutritional 
programs benefiting consumers. 
During fiscal 1981, General Mills 
sponsored a number of informational 
programs which addressed 
consumers' continued interest and 
concern about nutrition, maintaining 
the company's position as a leader in 
the field of nutrition education. A 
dozen booklets, such as Money- 
Robbing Food Myths, Choose to 
Lose (weight reduction), Low Fat, 

Low Cholesterol Food Guide, and 
Food for Fitness were published to 
help consumers of all ages better 
understand the principles of good 
nutrition. Nutrition information 
labeling continued to appear on a 
significant number of General Mills' 
food packages. 

A pilot project in nutrition 
education, involving 3,000 elementary 
school students, was also launched 
this year. A "Nutrition Magician" 
visited classrooms to provide 
instruction on basic nutrition 
concepts. The children's knowledge 
was tested before and after the 
magic show and, in all the groups 
tested, students showed an 
increased understanding of key 
nutrition principles. 

The need for dental health 
information, especially among 
children, was given a high priority this 
year. A dental-nutrition booklet was 
prepared and offered in consumer 
and dental magazines. In addition, a 
special nutrition session was held for 
dentists, and several projects in 
dental research were funded by the 
company. 
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Foundation Grants and 
Corporate Gifts 

Direct philanthropy continues to be 
an integral part of General Mills' 
corporate commitment. During fiscal 
1981, the General Mills Foundation 
made grants of $5.1 million; the 
corporation and subsidiaries gave an 
additional $1.5 million. This total 
places General Mills among the top 
30 corporate givers in the United 
States. 

The Foundation grants continue to 
emphasize support to educational 
institutions and programs which 
meet the needs of children and the 
family, especially in those com¬ 
munities which have a substantial 
General Mills' employee population. 
One of the more innovative grants 
made in fiscal 1981 helped to produce 
a Minnesota black history film, 
"Committees of One." Sponsored by 
the General Mills Foundation and the 
Minnesota Historical Society, this film 
tells the story of blacks in Minnesota 
and the role they have played in the 
building of the state. "Committees of 
One" is receiving wide distribution; a 
written study guide has been 
prepared to be used in schools in 
conjunction with the film. 

General Mills' aid to education has 
been increased by the corporation's 
gift matching program. In fiscal 1981, 
the Foundation matched employee 
contributions of over $311,000 to 410 
different schools in 40 states. 


Stevens Court 

General Mills sold its 80 percent 
interest in the Stevens Court housing 
rehabilitation project to the March 
Company of Boston in May, 1981. 

After six years, General Mills' goal 
of strengthening and stabilizing a 
downtown Minneapolis residential 
neighborhood threatened by decay 
had been achieved. During this 
period, some 27 apartment buildings 
were purchased, renovated and 
leased. These provide housing for 
over 1,000 residents. 

In selling Stevens Court, General 
Mills has reaffirmed its commitment 
to seek another opportunity to invest 
in a socially desirable venture. Thus, 
the company's financial and 
managerial resources will once again 
come to bear against a significant 
social problem. 


American Family Study 

General Mills initiated its American 
Family Program in 1974. This program 
is designed to identify issues and 
areas of concern to families today, 
and to share the accumulated data 
with leaders in both the private and 
public sector as an aid to community 
action. 

Families at Work: Strengths and 
Strains , the fourth in General Mills' 
series of major research studies, was 
published in May, 1981. This report, 
based on a national study by Louis 
Harris & Associates, examined the 
impact of today's work environment 
on the American family and looked at 
the effects of changing family 
priorities on the workplace. Media 
coverage of the latest report and its 
findings has been excellent, and 
requests for material have reached an 
unprecedented level. 
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Management's Discussion 
of Financial Condition 
and Results of Operations 


Financial Condition 

General Mills achieved all of its 
overall financial goals for 1981. 

Difficult economic conditions this 
past year, which included not only 
high inflation, but also high and 
volatile interest rates, reinforced the 
need to maintain a strong balance 
sheet. This is important to insure 
access to both long and short-term 
debt markets at a reasonable cost. 
The company manages its business 
within the leverage constraints of an 
'A' bond rating. The company annually 
reviews its credit rating with Moody's 
Investors Service, Inc., and Standard 
& Poor's Corporation and currently 
carries an 'A' and 'A+' rating, 
respectively, on its outstanding 
sinking fund debentures. 

As detailed on page 28, General 
Mills continued to be a net user of 
cash in 1981: 


(in millions) 

1981 

1980 

1979 

Cash from 
Operations 

$345.0 

$193.3 

$174.9 

Used for 
Investments 

(310.7) 

(214.4) 

(157.0) 

Dividends 

Paid 

( 72.3) 

( 64.4) 

( 56.1) 

Decrease 
(Increase) 
in cash 
balances 


57.9 

( 77.1) 

Net To Be 
Financed 

$( 38.0) 

$( 27.6) 

$(115.3) 


needs were moderated this year by 
accelerated growth of internally 
generated cash and efficient use of 
working capital. 

Short-term borrowings increased in 
fiscal 1981. Seasonal borrowings, 
which peak in the fall, reached S321 
million in September, 1980, compared 
to $223 million in November, 1979, 
and $267 million in November, 1978. 

Bank and short-term commercial 
paper borrowings were the principal 
external financing vehicles used in 
1981. General Mills relies on bank 
credit lines to back up its outstanding 
commercial paper. As of May 31, 

1981, unused credit lines were $99 
million for domestic and $91 million 
for foreign subsidiaries. 

In 1981, three $10 million face-value 
promissory notes due in 1982,1983 
and 1984 were refinanced by bank 
loans, resulting in a $3.3 million after¬ 
tax gain. Fiscal 1982 first quarter net 
earnings will include approximately 
$5 million from the purchase on the 
open market of $36 million face value 
of General Mills sinking fund 
debentures for $25 million. This 
purchase was financed through the 
private placement of zero coupon 
notes due July 1,1991. This gain is 
not expected to materially affect the 
company's annual growth rate as 
management continues to assess 


Cash use in fiscal 1981 was 
influenced by a significant increase in 
outlays for acquisitions. Financing 


Mark Wi/les, Exec¬ 
utive Vice Presi¬ 
dent Chief 
Financial Officer 


utilization of capital resources. Such 
continuing studies may indicate the 
feasibility of disposing of certain 
assets that do not fit well with the 
company's ongoing strategy. Actions 
related to this appraisal could occur 
later in fiscal 1982 with losses that 
may offset the refinancing gain. 

During fiscal 1981, the General 
Mills Board of Directors authorized 
the purchase of the company's 
common shares from time to time so 
as to maintain a treasury share 
position not to exceed 750,000 
shares. Shares purchased are to be 
used for acquisitions, payments 
under performance earnings 
contracts, as well as for general 
corporate purposes. During fiscal 
1981, the company purchased 
724,840 shares on the open market 
and as of the end of fiscal 1981, holds 
218,312 shares in the treasury. 

Capital expenditures grew to $247 
million in 1981, up $50 million from 
1980 and $93 million from 1979 as 
shown on page 28 of this report. 


Return on average 
stockholders' equityf 



22 









Estimated 1982 capital expenditures 
will be about S320 million. Between 
30-40 percent of this investment is 
planned for each of the Consumer 
Foods and Restaurant areas. It is 
planned to finance fiscal 1982 capital 
expenditures substantially through 
internally generated funds. 

Results of Operations 

General Mills' sales in fiscal 1981 
achieved established goals and again 
reached record highs, up 16.4 percent 
to S4.9 billion. Each of General Mills’ 
five major industry areas contributed 
to the sales gain—about one-third of 
this gain came from unit volume 
increases. Adjusting for operations 
disposed of in fiscal 1979, fiscal 1980 
sales gain was 15.3 percent. Inflation 
related comments are on page 35. 

Net earnings increased 15.6 
percent in 1981. Return on average 
stockholders'equity reached a record 
18.2 percent in 1981, up from 17.6 
percent and 17.0 percent in 1980 and 
1979, respectively. Overall profit 
return on sales in 1981 was 4.1 
percent, the same as last year and 
ahead of the 4.0 percent average for 
the preceding five years. 


Total assets 

(in millions) 


$ 2 , 301.3 

$ 2 , 012.4 

$ 1 , 835.2 

$ 1 , 612.7 

$ 1 , 447.3 


77 78 79 80 81 


Operating earnings in the 
restaurant and fashion industry areas 
were outstanding in 1981. Restaurant 
operating profits reached $75.3 
million, up from $52.7 million in 1980 
and $41.5 million in 1979. Red 
Lobster specialty seafood restaurants 
provided the major profit growth in 
this area. Fashion operating profits 
increased sharply from $20.3 million 
in 1979 to $43.7 million in 1980 and 
to $87.5 million in 1981. Exceptional 
gains from David Crystal's alligator 
emblem-bearing apparel and 
improved Ship 'n Shore results were 
the principal factors. Operating 
results in the consumer foods and 
toy industry areas were very positive, 
with good earnings growth in each 
area. 

The Specialty Retailing Group had 
a difficult time in a cautious retailing 
climate. Operating profits, which 
increased from $19.7 million in 1979 
to a record $26.4 million in 1980, fell 


to $13.2 million in 1981. In this 
segment, only LeeWards and the 
furniture operations had profit growth 
—the collectible companies 
accounted for more than half the 
profit decline. 

Although working capital efficiency 
ratios improved in 1981, additional 
working capital requirements 
resulting from increased sales, 
increased acquisition and fixed asset 
expenditures, and high interest rates 
raised interest expense by 18.5 
percent 

In 1981, in accordance with FASB 
34, General Mills began capitalizing 
interest relating to certain 
construction costs, reducing interest 
expense by $6 million. Excluding this 
item, 1981 interest expense would 
have been 31 percent higher than 
1980. 

Effective income tax rates were 
47.5 percent in 1981,46.3 percent in 
1980 and 44.3 percent in 1979. 

Higher state taxes and absence of 
foreign and domestic tax credits 
caused this increase. 

Acquisitions during the last three 
years are listed on page 29 of this 
report. Our largest 1981 acquisition 
was All Coast Trading Company (Wild 
West Stores) which sells casual 
clothing through 25 retail stores in 
California. Purchased in May, 1981, All 
Coast Trading Company had pro¬ 
forma 12 month sales of $42 million. 


Capital expenditures 

(in millions# 


Capital structure 

(in millions) 

Year-end Long-Term Debt 
■ Stockholders' Equity 



$as reported 


23 







Report of Management 
Responsibilities 


The management of General Mills, 
Inc., includes corporate executives, 
operating managers, controllers and 
other personnel working full-time 
on company business. Such manage¬ 
ment is responsible for the fairness 
and accuracy of the financial 
statements of the company. The 
statements have been prepared in 
accordance with generally accepted 
accounting principles consistently 
applied, using management's best 
estimates and judgments, where 
appropriate. The financial information 
elsewhere in this report is consistent 
with the statements. 


Accountants' Report 


The Stockholders and the Board of 
Directors of General Mills, Inc.: 

We have examined the consolidated 
balance sheets of General Mills, Inc. 
and subsidiaries as of May 31,1981 
and May 25, 1980 and the related 
consolidated statements of income, 
retained earnings and changes in 
financial position for each of the 
years in the three year period ended 
May 31,1981. Our examinations were 
made in accordance with generally 
accepted auditing standards, and 
accordingly included such tests of the 


Management has established a 
system of internal control which it 
believes provides reasonable 
assurance that, in all material respects 
(1) assets are maintained and 
accounted for in accordance with 
management's authorizations and (2) 
transactions are recorded accu¬ 
rately on the company's books and 
records. 

The company's internal audit 
program is designed for constant 
evaluation of the adequacy and 
effectiveness of the internal controls. 
Audits measure adherence to 
established policies and procedures. 
The company's formally stated and 
communicated policies demand high 
ethical standards of employees. 

The Audit Committee of the Board 
of Directors is composed solely of 
outside directors. The committee 
meets periodically with management, 
internal auditors and independent 
public accountants to review the 
work of each and to satisfy itself that 
the respective parties are properly 


accounting records and such other 
auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the aforementioned 
consolidated financial statements 
present fairly the financial position of 
General Mills, Inc. and subsidiaries at 
May 31,1981 and May 25, 1980 and 
the results of their operations and the 
changes in their financial position for 
each of the years in the three year 
period ended May 31,1981, in 
conformity with generally accepted 
accounting principles applied on a 
consistent basis. 


discharging their responsibilities. 
Independent public accountants, 
internal auditors, and the controller 
have full and free access to the Audit 
Committee at any time. 

Peat, Marwick, Mitchell & Co., 
independent certified public 
accountants, are retained to examine 
the financial statements. Their 


A)< 

H. B. Atwater, Jr. 

President and Chief Executive Officer 


■JAJlH. lojl 

Mark H. Willes 
Executive Vice President and 
Chief Financial Officer 


Minneapolis, Minnesota 
July 24,1981 


opinion follows. 

E. R. Kinney \ 

Chairman of the Board of Directors 
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General Mills, Inc., and Subsidianes 


Consolidated Statements 
of Income 


Fiscal Year Ended 


(Amounts in Millions, Except Per Share Data) 

May 31, 
1981 
(53 Weeks) 

May 25, 
1980 
(52 Weeks) 

May 27, 
1979 
(52 Weeks) 

Sales 

$4,852.4 

$4,170.3 

$3,745.0 

Costs and Expenses: 

Cost of sales, exclusive of items below 

Selling, general and administrative expenses 

Depreciation and amortization expenses 

Interest expense 

2,936.9 

1,384.0 

99.5 

57.6 

2.578.5 

1.145.5 
81.1 
48.6 

2,347.7 

1,021.3 

73.3 

38.8 

Total Costs and Expenses 

4,478.0 

3,853.7 

3,481.1 

Earnings before Income Taxes 

374.4 

316.6 

263.9 

Income Taxes 

(177.8) 

(146.6) 

(116.9) 

Net Earnings 

$ 196.6 

$ 170.0 

$ 147.0 

Earnings per Common Share and Common Share 

Equivalent 

$ 3.90 

$ 3.37 

$ 2.92 

Average Number of Common Shares and Common Share 
Equivalents 

50.4 

50.5 

50.4 


Consolidated Statements 
of Retained Earnings 

Fiscal Year Ended 


(Amounts in Millions, Except Per Share Data) 

May 31, 
1981 
(53 Weeks) 

May 25, 
1980 
(52 Weeks) 

May 27, 
1979 
(52 Weeks) 

Retained Earnings at Beginning of Year 

$ 831.1 

$ 725.5 

$ 634.6 

Add net earnings 

Deduct dividends on common stock of $1.44 per share in 1981, 

196.6 

170.0 

147.0 

$1.28 per share in 1980, and $1.12 per share in 1979 

(72.3) 

(64.4) 

(56.1) 

Retained Earnings at End of Year 

$ 955.4 

$ 831.1 

$ 725.5 


See accompanying notes to consolidated financial statements. 
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General Mills, Inc., and Subsidiaries 


Consolidated Balance 
Sheets 


Assets 


(In Millions) 

May 31, 

May 25, 


1981 

1980 

Current Assets: 



Cash and short-term investments 

$ 39.1 

$ 39.1 

Receivables, less allowance for doubtful accounts 



of $12.6 in 1981 and $10.9 in 1980 

391.4 

374.2 

Inventories 

611.4 

543.1 

Prepaid expenses 

34.0 

29.6 

Total Current Assets 

1,075.9 

986.0 

Land, Buildings and Equipment, at cost: 



Land 

82.8 

65.8 

Buildings 

494.1 

389.2 

Equipment 

677.2 

571.5 

Construction in progress 

114.5 

97.3 


1,368.6 

1,123.8 

Less accumulated depreciation 

(448.0) 

(376.3) 

Net Land, Buildings and Equipment 

920.6 

747.5 

Other Assets: 



Goodwill and other intangible assets 

201.5 

179.1 

Investments and miscellaneous assets 

103.3 

99.8 

Total Other Assets 

304.8 

278.9 

Total Assets 

$2,301.3 

$2,012.4 
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Liabilities and Stockholders' Equity 

(In Millions) 


May 31, May 25, 

1981 1980 


Current Liabilities: 


Accounts payable 

$ 322.8 

$ 235.3 

Current portion of long-term debt 

17.7 

7.8 

Notes payable 

155.5 

83.2 

Accrued taxes 

91.3 

94.1 

Accrued payroll 

60.3 

51.5 

Other current liabilities 

91.0 

97.8 

Total Current Liabilities 

738.6 

569.7 

Long-Term Debt 

348.6 

377.5 

Deferred Income Taxes 

42.3 

25.0 

Other Liabilities and Deferred Credits 

26.4 

19.5 

Total Liabilities 

1,155.9 

991.7 

Stockholders' Equity: 



Common stock 

196.6 

197.0 

Retained earnings 

955.4 

831.1 

Less common stock in treasury, at cost 

(6.6) 

(7.4) 

Total Stockholders' Equity 

1,145.4 

1,020.7 

Total Liabilities and Stockholders' Equity 

$2,301.3 

$2,012.4 


See accompanying notes to consolidated financial statements. 
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General Mills, Inc., and Subsidiaries 


Consolidated Statements 
of Changes in Financial 
Position 


Fiscal Year Ended 


(In Millions) 

May 31, 

May 25, 

May 27, 


1981 

1980 

1979 

(53 

Weeks) 

(52 Weeks) 

(52 Weeks) 

Funds Provided from Operations: 




Net earnings 

$196.6 

$170.0 

$147.0 

Depreciation and amortization 

99.5 

81.1 

73.3 

Deferred income taxes 

16.7 

2.6 

11.2 

Other 

5.0 

9.0 

6.0 

Working capital provided from operations 

317.8 

262.7 

237.5 

Changes in working capital affecting operations: 




(Increase) in receivables 

( 98) 

( 60.8) 

( 12.9) 

(Increase) in inventories 

( 37.2) 

( 41.3) 

( 54.0) 

Decrease (increase) in prepaid expenses 

( 2.9) 

( 5.4) 

6.8 

Increase (decrease) in accrued taxes 

( 2.0) 

22.2 

( 19.9) 

Increase in accounts payable and other 




current liabilities 

79.1 

15.9 

17.4 

Cash Provided from Operations 

345.0 

193.3 

174.9 

Funds Provided from (Used for) Investment Activities: 




Purchase of land, buildings and equipment 

( 246.6) 

( 196.5) 

( 154.1) 

Purchase price of businesses acquired, 




net of cash received 

( 81.0) 

( 3.1) 

( 16.2) 

Cash provided from disposal of land, 




buildings and equipment 

12.3 

11.2 

30.9 

Other 

4.6 

( 26.0) 

( 17.6) 

Net Cash Used for Investment Activities 

( 310.7) 

( 214.4) 

( 157.0) 

Funds Used for Dividends 

( 72.3) 

( 64.4) 

( 56.1) 

Funds Provided from (Used for) Financing Activities: 




Issuance of long-term debt 

37.0 

24.7 

137.4 

Common stock issued 

23.0 

2.7 

10.4 

Increase (decrease) in notes payable 

64.6 

39.2 

( 19.8) 

Reduction of long-term debt 

( 64.0) 

( 35.2) 

( 12.5) 

Purchase of treasury stock 

( 22.6) 

( 3.8) 

( .2) 

Net Cash Provided from Financing Activities 

38.0 

27.6 

115.3 

Net Increase (Decrease) in Cash and Short-Term Investments 


( 57.9) 

77.1 

Cash and Short-Term Investments at Beginning of Year 

39.1 

97.0 

19.9 

Cash and Short-Term Investments at End of Year 

$ 39.1 

$ 39.1 

$ 97.0 


See accompanying notes to consolidated financial statements. 
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General Mills, Inc., and Subsidiaries 


Notes to Consolidated 
Financial Statements 


Note One: Summary of Significant 
Accounting Policies 

A. Principles of Consolidation 

The consolidated financial statements include the 
following domestic and foreign operations: (1) parent 
company and 100% owned subsidiaries; (2) majority- 
owned subsidiaries; and (3) General Mills' investment in 
and share of net earnings or losses of 20-50% owned 
companies. 

The fiscal years of foreign operations generally end 
in April. 

Certain 1980 and 1979 amounts have been reclassified 
to conform to 1981's presentation. 


F. Research and Development 

All expenditures for research and development are 
charged against earnings in the year incurred. The charges 
for fiscal 1981,1980 and 1979 were $45.4 million, $44.4 
million and $37.3 million, respectively. 

G. Income Taxes 

Income taxes include deferred income taxes which result 
from timing differences between earnings for financial 
reporting and tax purposes. Investment tax credits are 
reflected as reductions to income taxes in the year eligible 
purchases are placed in service. 

H. Earnings Per Share 


B. Land, Buildings, Equipment and Depreciation 

Buildings and equipment are depreciated over estimated 
useful lives ranging from 3-50 years primarily using the 
straight line method. Accelerated depreciation methods 
are generally used for income tax purposes. 

When an item is sold or retired, the accounts are 
relieved of cost and the related accumulated depreciation. 
Gains and losses on assets sold or retired are credited or 
charged to earnings. 

C. Capitalization of Construction Interest 

In fiscal 1981, General Mills, Inc., adopted Statement No. 

34 of the Financial Accounting Standards Board, 
Capitalization of Interest Cost. This rule provides for the 
capitalization of interest costs related to certain 
construction projects. The effect of this change in fiscal 
1981 was to decrease interest expense by $6.0 million 
and increase net earnings by $3.0 million ($.06 per share). 

D. Inventories 

Certain domestic inventories are valued at the lower of 
cost (determined by the LIFO method) or market. Other 
inventories are generally stated at the lower of cost 
(determined by the FIFO method) or market. See Note 3 
for the amount of inventories valued by the LIFO and 
FIFO methods. 

E. Amortization of Intangibles 

Goodwill represents the difference between purchase 
prices of acquired companies and the related values of 
net assets acquired and accounted for by the purchase 
method of accounting. Any goodwill acquired after 
October, 1970, is amortized on a straight-line basis over 
not more than 40 years. 

The costs of patents, copyrights and other intangible 
assets are amortized evenly over their estimated useful 
lives by charges against earnings. Most of these costs 
were incurred through purchases of businesses. 

Annually, the Audit Committee of the Board of Directors 
reviews goodwill and other intangibles. At its meeting on 
May 18,1981, the Board of Directors confirmed that the 
remaining amounts of these assets have continuing value. 


Earnings per common share and common share 
equivalent is determined by dividing net earnings by the 
weighted average number of common shares and 
common share equivalents outstanding during the year. 
The common share equivalents consist of: (1) common 
stock which may be issuable upon exercise of 
outstanding stock options (91,389 in 1981, 5,509 in 1980, 
and 37,253 in 1979); (2) shares reserved for issuance 
under an incentive compensation plan (63,205 in 1981 and 
63,867 in 1979); and (3) shares reserved for issuance to 
former owners of certain acquired companies, presently 
expected to be earned through profit performance 
contracts (129,009 in 1980 and 252,024 in 1979). 


Note Two: Acquisitions 


The company made the following acquisitions: 


Fiscal 1981 
Airfix Products, Ltd. 

All Coast Trading Co., Inc. 

Creative Dining Food Systems, Inc. 
Good Earth Restaurants, Inc. 

J. Lynch and Co., Inc. 

PBP, S.A. 

Pinellas Seafood Co. 

Preparados Y Congelados 
Alimenticios, S.A. 


Business Se g ment 
Toys 

Specialty Retailing 
Restaurants 
Restaurants 
Consumer Foods 
Toys 

Restaurants 
Consumer Foods 


Fiscal 1980 

None 


Fiscal 1979 
Aroma Taste, Inc. 

Casa Gallardo, Inc. 

Chad Valley Company, Ltd. 
Lark Luggage Company 
Louise's Home Style 
Ravioli Co., Inc. 

R&R Stamps, Inc. 


Consumer Foods 

Restaurants 

Toys 

Fashion 

Consumer Foods 
Specialty Retailing 
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General Mills, Inc., and Subsidianes 


Notes to Consolidated Financial 
Statements, Continued 


Following are the cash and common stock costs of 
these acquisitions, plus increased ownership in partially- 
owned companies and additional payments under 
performance earnings agreements: 


If the FIFO method of inventory accounting had been 
used in place of LIFO, inventories would have been $73.7 
million and $60.3 million higher than reported at May 31, 
1981 and May 25, 1980, respectively. 


(Dollars in Millions) 

1981 

Fiscal Year 

1980 

1979 

Acquisitions: 

Cash 

$62.5 


$4.8 

Shares 

680,562 

- 

189,478 

Increased ownership in 
partially-owned 
companies: 

Cash 

$.4 

$1.2 

$4.0 

Shares 

- 

34,232 

174,022 

Performance earnings 
payments: 

Shares 

92,807 

62,083 

101,104 


Note Four: Short-Term Borrowings 


The components of notes payable are as follows: 


(In Millions) 

May 31, 
1981 

May 25, 
1980 

Banks 

$ 71.6 

$ 52.1 

U S. commercial paper 

83.6 

30.1 

Miscellaneous 

.3 

1.0 

Total 

$ 155.5 

S 83.2 


In fiscal 1981, the net assets acquired (in millions), 
consisted of: 


Cash 

$ 3.2 

Other working capital 

21.2 

Land, buildings and equipment 

38.1 

Intangible and miscellaneous assets 

37.5 

Long-term debt 

(15.1) 

Other 

( 7) 

Total 

$84.2 


Sales, costs and earnings of acquired businesses are 
included in results of operations from the dates of 
acquisition. If the 1981 acquisitions had been made at the 
beginning of the fiscal year, consolidated sales and 
earnings would have been affected by less than 3%. 


Note Three: Inventories 



The components of year-end inventories are as follows: 

(In Millions) 

May 31, 
1981 

May 25. 
1980 

Raw materials, work in process, finished 
goods and supplies: 

Valued at LIFO 

Valued primarily at FIFO 

$ 188.7 
422.7 

$ 203.8 
339.3 

Total inventories 

$ 611.4 

$ 543.1 


To ensure the availability of funds during the year, the 
company maintained bank credit lines sufficient to cover 
its outstanding commercial paper. At May 31,1981, the 
company had $99.0 million of such domestic lines 
available. These lines are on a fee-paid basis. As of May 
31,1981, foreign subsidiaries had $90.8 million of unused 
credit lines. The amount of the credit lines and the cost 
thereof are generally negotiated each year. 


Note Five: Long-Term Debt 


(In Millions) 

May 31, May 25, 
1981 1980 


9 3 /s% sinking fund debentures, due 
March 1, 2009 

$125.0 

$125.0 

8% sinking fund debentures, due 
February 15, 1999 

79.2 

82.9 

8%% sinking fund debentures, due 
October 15,1995 

61.8 

69.3 

Three 25-year 4 Vi % promissory notes 
of $10 million each, due May 1, 

1982, May 1,1983, and May 1,1984 


30.0 

Bank loans at prime rate to prime rate 
plus /i % (not to exceed 12 3 /a%), 
due in equal installments on May 1, 
1982, May 1,1983 and May 1,1984 

25.0 


4 5 / 8 % sinking fund debentures, due 
August 1,1990 

15.7 

16.4 

8% sinking fund Eurodollar 

debentures, due March 1,1986 

8.9 

10.2 

Other long-term debt 

55.1 

56.2 

Less unamortized bond discount 

(4.4) 

(4.7) 


Less amounts due within one year 

366.3 

(17.7) 

385.3 

(7.8) 

Total long-term debt 

$348.6 

$377.5 
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In fiscal 1981, the company retired the 4 %% 
promissory notes due May 1,1982, May 1,1983, and 
May 1,1984 for $25.2 million in cash. 

The sinking fund and principal payments due on long¬ 
term debt are (in millions) $17.7, $17.1, $21.2, $15.6 and 
$16.9 in fiscal years ending 1982,1983, 1984,1985 and 
1986, respectively. 


Note Six: Changes in Capital Stock 




(Dollars In Millions) 

$0.75 Par Value 
Common Stock 

(70,000,000 Shares Authonzed) 



Issued 

In Treasury 


Shares 

Amount 

Shares 

Amount 

Balance at 

May 28,1978 

50,235,227 

$193.2 

468,778 


$12.7 

Stock option 
and profit 
sharing plans 

14,263 

1.3 

(21,510) 


(.5) 

Shares issued 
for acquisi¬ 
tions (Note 2) 

168,146 

.2 

(296,458) 


(8.4) 

Shares repur¬ 
chased-other 

_ 

_ 

8,000 


.2 

Balance at 

May 27,1979 

50,417,636 

194.7 

158,810 


4.0 

Stock option 
and profit 
sharing plans 

4,661 

.4 

(21,220) 


(.4) 

Shares issued 
for acquisi¬ 
tions (Note 2) 

96,315 

1.9 




Shares repur¬ 
chased on 
open market 



150,822 


3.8 

Balance at 

May 25, 1980 

50,518,612 

197.0 

288,412 


7.4 

Stock option 
and profit 
sharing plans 

48,594 

1.2 

(21,571) 


(.5) 

Shares issued 
for acquisi¬ 
tions (Note 2) 


(16) 

(773,369) 


(22.9) 

Shares repur¬ 
chased on 
open market 



724,840 


22.6 

Balance at 

May 31,1981 

50,567,206 

$ 196.6 

218,312 

$ 

6.6 


Shares of common stock are potentially issuable for the 
following purposes: 

Number of Shares 
as of May 31,1981 


Stock options outstanding (Note 7) 1,684,649 

Stock options available for grant (Note 7) 1,146,200 

Performance payments 43,321 

Incentive plans_ 77,324 


Note Seven: Stock Options 

Options fora total of 1,146,200 shares are available for 
grant to officers and key employees under the company's 
1980 stock option plan, which expires October 1, 1984. 

The options may be granted subject to approval of the 
Compensation Committee of the Board of Directors, at a 
price of not less than 100% of the fair market value on the 
date the option is granted. 

Options now outstanding include some granted under 
1970 and 1975 option plans which have expired and under 
which no further options may be granted. The 1970 and 
1975 plans both provide for termination of options at 
either five or ten years after date of grant. 

The 1975 plan permitted the discretionary granting of 
stock appreciation rights (SAR's) in tandem with some 
options granted to certain individuals. Upon exercise of an 
SAR, the option for a corresponding number of shares of 
stock is cancelled and the holder receives in cash or stock 
an amount equal to the appreciation between the option 
price and the market value of the stock on the date of 
exercise. This amount may not exceed the option price. 

On May 31,1981, there were 275,560 SAR's outstanding. 
The weighted average option price of the related stock 
options was $28.95. 

The 1980 plan permits the discretionary granting of 
performance units corresponding to stock options 
granted. The value of performance units will be 
determined by growth in earnings per share measured 
against preset goals over three-year performance periods, 
none of which has been completed. After a performance 
period, holders may elect to receive the value of 
performance units as an alternative to exercising 
corresponding stock options. On May 31,1981, there were 
394,500 performance units outstanding. 


The Board of Directors has authorized management to 
repurchase from time to time common stock for its 
treasury, provided that the number in the treasury shall 
not exceed 750,000 shares. 
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General Mills, Inc., and Subsidiaries 


Notes to Consolidated Financial 
Statements, Continued 


Information on stock options is shown in the following 
table: 



Shares 

Average Option 
Price Per 
Share 

Granted: 

1981 

453,500 

$26.25 

1980 

15,500 

24.00 

1979 

223,600 

26.30 

Exercised: 

1981 

48,594 

25.01 

1980 

4,661 

19.74 

1979 

14,263 

24.87 

Expired: 

1981 

385,458 

30.57 

1980 

82,300 

28.90 

1979 

35,567 

29.08 

Outstanding at year-end: 

1981 

1,684,649 

27.43 

1980 

1,665,201 

28.41 

1979 

1,736,662 

28.45 

Exercisable at year-end: 

1981 

1,165,582 

27.97 

1980 

1,395,301 

28.72 

1979 

1,222,795 

28.91 


Note Eight: Employees' Retirement Plans 

The company and many of its subsidiaries have 
retirement plans covering most employees. Company 
contributions to these plans were $34.2 million in 1981, 
$30.3 million in 1980, and $25.1 million in 1979. 

Most plans provide for retirement benefits based on 
employees' length of service and earnings (defined 
benefit plans). Company contributions to such plans are 
determined by independent actuaries. The following table 
contains aggregated information about defined benefit 
plans, determined as of January 1,1981 for the principal 
plans. 


(In Millions) 

1981 

Net plan assets available for benefits 

$307 

Actuarial present value of accumulated benefits: 


Vested 

$262 

Non-Vested 

24 

Total 

$286 


Actuarial present values of accumulated benefits were 
determined using discount rates established by the 
Pension Benefit Guaranty Corporation (PBGC) for valuing 
plan benefits. The PBGC rates ranged from 4% to 9.5%, 
with the latter being the principal rate. 

Some employees participate in various multi-employer 
defined benefit plans. Net assets available for benefits and 
actuarial present values of accumulated benefits 
associated with company employees participating in such 
plans are not determinable. 

A few plans provide for benefits based on accumulated 
contributions and investment income (defined 
contribution plans). Such plans had net assets of $76.0 
million in 1981. 


Note Nine: Profit-Sharing Plans 

General Mills has profit-sharing plans to provide incentives 
to key individuals who have the greatest opportunity to 
contribute to current earnings and successful future 
operations. 

The awards under these plans depend on profit 
performance in relation to pre-established goals. These 
plans are approved by the Board of Directors upon 
recommendation of the Compensation Committee. The 
Committee consists of Directors who are not members of 
General Mills' management. Profit-sharing expense, 
including performance accruals, was $8.6 million in 1981, 
$4.8 million in 1980 and $3.9 million in 1979. 


Note Ten: Income Taxes 

The components of earnings before income taxes and the 
income taxes thereon are: 


(In Millions) 

1981 

Fiscal Year 

1980 

1979 

Earnings before income taxes: 

U.S. 

$350.4 

$296.9 

$240.2 

Outside U.S. 

24.0 

19.7 

23.7 

Total earnings before 

income taxes 

$374.4 

$316.6 

$263.9 

Income taxes: 

Current: 

Federal taxes 

$136.2 

$126.7 

$ 80.5 

U.S. investment tax 
credit 

(10.5) 

(9.5) 

(7.1) 

State and local taxes 

19.8 

15.2 

13.6 

Foreign taxes 

15.6 

11.6 

18.7 

Total current income 

taxes 

161.1 

144.0 

105.7 

Deferred income taxes 

16.7 

2.6 

11.2 

Total income taxes 

$177.8 

$146.6 

$116.9 
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Deferred income taxes result from timing differences in 
the recognition of revenue and expense for tax and 
financial statement purposes. The tax effects of these 
differences are as follows: 


(In Millions) 

1981 

Fiscal Year 

1980 

1979 

Installment sales 

$ 13.4 

$ 

$ - 

Depreciation 

5.9 

4.5 

4.7 

Capitalized construction interest 

2.8 

— 

— 

Other 

(5.4) 

(1.9) 

6.5 

Total deferred income 




taxes 

$ 16.7 

$ 2.6 

S 11.2 

The following table reconciles the U.S. statutory tax 

rate with the effective tax rate: 






Fiscal Year 



1981 

1980 

1979 

U.S. statutory rate 

46.0% 

46.0% 

47.2% 

Investment tax credit 

(2.8) 

(3.0) 

(2.7) 

State and local income taxes, 




net of Federal tax benefits 

2.9 

2.6 

2.7 

Tax credit from termination of a 




business 

_ 

_ 

(3.8) 

Other 

1.4 

.7 

.9 


Effective income tax rate 47.5% 46.3% 44.3% 


Unremitted earnings of foreign operations amounting to 
$91.6 million are expected by management to be 
permanently reinvested. Accordingly no provision has 
been made for additional foreign or U.S. taxes which 
would be payable if such earnings were to be remitted to 
the parent company as dividends. Additional income taxes 
on undistributed earnings in excess of this amount have 
been accrued. These additional taxes were not material in 
either fiscal 1981, 1980 or 1979. 


Note Eleven: Leases 

An analysis of rent expense by property leased, follows: 


(In Millions) Fiscal Year 



1981 

1980 

1979 

Retail and restaurant space 

$14.8 

$13.4 

$10.5 

Office space 

7.4 

6.6 

5.9 

Computers 

7.2 

6.7 

5.6 

Warehousing 

6.6 

5.1 

4.5 

Transportation and all other 

12.9 

8.4 

7.4 

Total rent expense 

$48.9 

$40.2 

$33.9 


Some leases require payment of property taxes, 
insurance and maintenance costs in addition to the rent 
payments. Contingent and escalation rent in excess of 
minimum rent payments totaled approximately $3.2 
million in fiscal 1981, $2.9 million in fiscal 1980 and $2.0 
million in fiscal 1979. Sublease income netted in rent 
expense was insignificant. 


Noncancelable future lease commitments (in millions) 
are $25.0 in 1982, $22.3 in 1983, $18.4 in 1984, $17.1 in 
1985, $17.1 in 1986, and $72.6 after 1986, ora cumulative 
total of $172.5. Of this total, restaurant and retail leases 
account for 75%. 


Note Twelve: Sale of Smiths Food Group (U.K.) 

Effective January 1,1979, General Mills, Inc., sold the 
Smiths Food Group (U.K.) operations to Associated 
Biscuit Manufacturers (U.K.). A pre-tax gain of $4.4 million 
($.05 per share) on the sale is included as a reduction of 
fiscal 1979 selling, general and administrative expenses in 
the consolidated statements of income. The Smiths Food 
Group (U.K.) operations reported sales of $97 million 
through the date of disposition during fiscal 1979. 


Note Thirteen: Litigation and Claims 

In management's opinion, there are no claims or litigation 
pending at May 31,1981, the outcome of which could 
have a significant effect on the consolidated financial 
position of General Mills, Inc., and its subsidiaries. The 
litigation with the Federal Trade Commission (FTC) is 
discussed below because of the significance of the 
company's cereal business. 

In 1972, the Federal Trade Commission (FTC) issued a 
complaint against General Mills, Inc., Kellogg Co., General 
Foods Corporation and the Quaker Oats Company, 
alleging that the four companies share an illegal monopoly 
of the ready-to-eat cereal industry. The FTC is seeking 
relief in the form of divestiture of certain cereal-producing 
assets, licensing of cereal brands, and prohibitions of 
certain present practices and future acquisitions in the 
cereal industry. An FTC administrative law judge started 
hearing testimony in April, 1976 and on February 24, 1978 
dismissed the complaint as to the Quaker Oats Company. 
All of the parties have completed their testimony and 
have filed their proposed findings of fact and conclusions 
of law. The present administrative law judge is scheduled 
to announce his decision on the merits of the case in 
October, 1981. In addition, the FTC has ordered a separate 
hearing regarding alleged improprieties in the retirement 
and reemployment of the administrative law judge initially 
assigned to the case. The company expects that this 
matter could take several more years and continue to 
involve costly litigation, as any adverse decision by the 
FTC will be subject to further review in the U.S. Federal 
courts. In the opinion of General Mills' General Counsel, 
the company's ready-to-eat cereal activities do not violate 
existing anti-trust laws. The company will continue to 
contest the complaint and related matters vigorously. 
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Note Fourteen: Segment Information (a) fb) 


(In Millions) 

Consumer 

Foods 

Restaurants 

Toys 

Fashion 

Specialty 
Retailing 
and Other 

Unallocated 
Corporate 
Items (d) 

Consoli¬ 

dated 

Total 

Sales 

1981 

1980 

1979 

$2,514.6 

2,218.8 

2,062.4 

$704.0 

525.7 

436.3 

$674.3 

647.0 

583.9 

$580.5 

422.5 

360.4 

$379.0 

356.3 

302.0 


$4,852.4 

4,170.3 

3,745.0 


Operating 

Profits 


1981 

1980 

1979 

217.7 

210.5 

193.2 

75.3 

52.7 

41.5 

70.6 

60.1 

55.7 

87.5 

43.7 

20.3 

13.2 

26.4 

19.7 

$(89.9) 

(76.8) 

(66.5) 

374.4 

316.6 

263.9 

Identifiable 

Assets 

1981 

841.1 

379.0 

401.8 

323.9 

239.3 

116.2 

2,301.3 

1980 

761.1 

269.1 

441.2 

231.2 

181.6 

128.2 

2,012.4 

1979 

686.5 

217.3 

367.9 

241.2 

154.7 

167.6 

1,835.2 


Capital 

Expenditures 


1981 

1980 

1979 

95.7 

80.6 

68.9 

85.1 

49.8 

31.0 

28.6 

34.7 

25.8 

14.4 

5.2 

9.8 

19.2 

19.3 

13.1 

3.6 

6.9 

5.5 

246.6 

196.5 

154.1 

Depreciation 

Expense 

1981 

40.6 

19.7 

22.9 

5.0 

5.2 

1.7 

95.1 

1980 

33.6 

14.3 

19.2 

3.9 

4.1 

2.8 

77.9 

1979 

31.9 

11.9 

18.8 

3.7 

3.2 

1.0 

70.5 


(In Millions) 

U.S.A. 

Other 

Western 

Hemisphere 

Europe 

Other 

Unallocated 
Corporate 
Items (d) 

Consoli¬ 

dated 

Total 

Sales 

1981 

$4,300.6 

$223.3 

$307.9 

$20.6 


$4,852.4 

1980 

3,649.2 

191.9 

308.5 

20.7 


4,170.3 

1979 

3,187.5 

161.8 

377.8 

17.9 


3,745.0 

Operating 

Profits 

1981 

422.3 

31.6 

7.0 

3.4 

$(89.9) 

374.4 

1980 

366.5 

20.4 

3.9 

2.6 

(76.8) 

316.6 

1979 

298.3 

16.6 

14.2(c) 

1.3 

(66.5) 

263.9 


Identifiable 

Assets 


1981 1,876.2 124.3 176.0 

1980 1,561.1 118.9 189.6 

1979 1,384.2 97.6 172.6 

8.6 

14.6 

13.2 

116.2 

128.2 

167.6 

2,301.3 

2,012.4 

1,835.2 

(a) Variations between the data shown in these tables and 


similar amounts published in preceding reports are due 
principally to restatements and minor adjustments in the 
classification of certain items. 

(b) Both inter-segment sales and export sales are immaterial. 

(c) Includes the $4.4 million gain on the sale of Smiths U.K. 
(see Note 12). 

(d) Corporate expenses include interest expense, profit sharing 
and general corporate expenses. Corporate assets consist 
mainly of cash, time deposits, marketable securities and 
investments in unconsolidated companies. 
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Note Fifteen: Quarterly Data (unaudited) 

Summarized quarterly data for fiscal 1981 and 1980 
follows: 


(In Millions, except 
per share and mar¬ 
ket price amounts) 


Three Months Ended 


August 

November 

February 

May 

Fiscal 1981: 

Sales 

$1,089.0 

$1,394.9 

$1,104.9 

$1,263.6 

Gross 
profit (a) 

443.3 

566.8 

435.0 

470.4 

Net earnings 

44.2 

84.2 

31.2 

37.0 

Net earnings 
per share 

.88 

1.67 

.62 

.73 

Dividends 
per share 

.33 

.37 

.37 

.37 

Market price 
of common 
stock: 

High 

30 5 /« 

29V, 

29% 

35% 

Low 

25% 

23% 

23% 

27% 

Fiscal 1980: 

Sales 

$ 973.0 

$1,204.8 

$ 975.4 

$1,017.1 

Gross 
profit (a) 

377.6 

476.0 

369.0 

369.2 

Net earnings 

42.8 

61.7 

31.3 

34.2 

Net earnings 
per share 

.85 

1.22 

.62 

.68 

Dividends 
per share 

.29 

.33 

.33 

.33 

Market price 
of common 
stock: 

High 

28% 

28 

26% 

28% 

Low 

23% 

23% 

22% 

19 


(a) Before charges for depreciation. 


LIFO inventory adjustments reduced earnings per share 
by S.13 in 1981 and $.14 in 1980. However, fourth quarter 
gains from LIFO amounted to $.07 per share in 1981 and 
$.03 per share in 1980. These gains resulted from lower 
than expected year-end costs and quantities, plus other 
factors difficult to forecast during the year. Investment tax 
credits increased earnings per share $.21 in 1981 and 
$.19 in 1980. Fourth quarter credits amounted to $.01 per 
share in 1981 and $.06 in 1980. 


Note Sixteen: Accounting for Inflation (unaudited) 

During the last decade, an increased rate of inflation 
became a significant factor in both the U.S. and world 
economies. Traditional accounting procedures are based 
on the "historical cost" method, which generally means 
that each individual transaction is recorded at its original 
cash value, and is not subsequently adjusted to a different 
value. 


Historical Cost Method: Concerns 

In periods of continuing rapid inflation, use of the 
traditional method of accounting leads to two major 
concerns: (1) prior years' financial statements lose some 
comparability to the current year's; and (2) recent financial 
statements may not be a meaningful guide for 
tomorrow's requirements. 

In September 1979, experimental accounting 
regulations were published by the Financial Accounting 
Standards Board. They required that limited amounts of 
accounting data (prepared according to traditional 
procedures) be adjusted for inflation's effects by two 
different methods: (1) the constant dollar method; and (2) 
the current cost method. 

Constant Dollar 

The constant dollar method of adjustment restates 
traditional, historical cost accounting results in an effort to 
express each year's results in dollars of similar purchasing 
power. Selected past year's data are increased in 
proportion to the increase in the U.S. Urban Consumer 
Price Index since the time the data were first recorded at 
historical cost. 

Current Cost 

The current cost method of adjustment is a method of 
revaluing the traditional results. Selected past years' data 
are revalued by an estimate of what each item would cost 
at the current time. General Mills used a combination of 
specific indices, current price lists, and appraisals to 
estimate current cost amounts. 

Statement of Income , Adjusted for Inflation 

The experimental regulations prescribe that constant 
dollar and current cost earnings include most income 
statement items at historical costs. Only fixed asset 
depreciation and cost of sales are increased for the 
effects of inflation. Earnings from continuing operations as 
adjusted for inflation under these regulations for General 
Mills' fiscal year ended May 31,1981 are shown below: 


(In Millions) 

Income 

Adjusted for Inflation 


Statement 

Constant 

Current 


As 

Dollar 

Cost 


Reported 

Method 

Method 

Sales 

Cost of sales 

$4,852 

$4,852 

$4,852 

(excluding 

depreciation) 

( 2,937) 

( 2,970) 

( 2,951) 

Depreciation 

( 95) 

{ 135) 

( 132) 

All other expenses 

( 1,445) 

( 1,445) 

( 1,445) 

Earnings before income 




taxes 

375 

302 

324 

Income taxes 

( 178) 

( 178) 

( 178) 

Net earnings 

$ 197 

$ 124 

$ 146 

Effective tax rate 

47.5% 

58.9% 

54.9% 
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General Mills, Inc., and Subsidiaries 


Notes to Consolidated Financial 
Statements, Continued 


Effects of Holding Assets and Liabilities 

General Mills maintains a net liability position with its 
"monetary" assets and liabilities (items that have a fixed 
amount of cash receivable or payable). In the same sense 
that a homeowner "benefits" in a time of inflation by 
repaying his home mortgage loan with "cheaper" dollars, 
General Mills had an unrealized fiscal 1981 "gain" of 
approximately $66 million on its average net liability 
position. 

General Mills estimates that the inflation-adjusted 
amounts of its May 31,1981 inventories and fixed assets 
are as follows: 


Some of the above information, plus additional 
statistics, are summarized in the following five-year table. 
All constant dollar information is expressed in average 
fiscal 1981 dollars. Current cost information is expressed 
in current costs of each year, inflated to average fiscal 
1981 dollars. Several items for fiscal 1977,1978 and 1979 
are neither required nor practicable to compute. 
Accordingly, no amounts are reported for these items. 


(In Millions) 

Historical 

Adjusted to basis of: 


Cost 

Constant Dollar* 

Current Cost 

Inventories 

$ 611 

$ 714 

$ 694 

Fixed assets 

921 

1,295 

1,447 

Total 

$1,532 

$2,009 

$2,141 


* Expressed in average fiscal 1981 dollars. 


(In Millions, Except Per Share Data) 



Fiscal year 




1981 

1980 

1979 

1978 

1977 

Sales 






Historical cost 

$4,852 

$4,170 

$3,745 

$3,243 

$2,909 

Constant dollars 

4,852 

4,679 

4,739 

4,479 

4,288 

Net earnings from continuing operations 






Historical cost 

197 

170 

147 

129 

111 

Constant dollars (a) 

124 

120 




Current cost (a) 

146 

145 




Earnings per share from continuing operations 






Historical cost 

3.90 

3.37 

2.92 

2.58 

2.25 

Constant dollars (a) 

2.46 

2.38 




Current cost (a) 

2.90 

2.86 




Net assets at year end 






Historical cost 

1,145 

1,021 

916 

815 

725 

Constant dollars (a) 

1,622 

1,570 




Current cost (a) 

1,754 

1,730 




Market price per share at year end 






Historical cost 

34.62 

27.88 

26.13 

29.88 

26.50 

Constant dollars 

33.07 

29.50 

31.43 

39.80 

37.79 

Dividends per share 






Historical cost 

1.44 

1.28 

1.12 

.97 

.79 

Constant dollars 

1.44 

1.44 

1.41 

1.34 

1.17 

Unrealized "gains'* from decline in purchasing power of average 






net amounts owed (a) 

66 

77 




Increases in current cost of fixed assets (land, buildings and 






equipment) and inventories: 






Pro forma increase, due to general inflation as measured by 






the U.S. Urban Consumer Price Index (a) 

195 

244 




Compare to: estimated actual increases in specific prices 
of assets held by General Mills (a) 

Difference: excess of pro forma general inflationary increase, 

159 

165 




over estimated actual specific increase (a) 

36 

79 




Average consumer price index for fiscal year (1967 * 100) 

257.5 

229.6 

203.5 

186.5 

174.8 


(a) Neither required nor available for years prior to 1980. 

The effects of acquisitions and dispositions in each year cause 
the sales data in the above table to not be fully comparable 
between years. 
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Claimed Benefits and Uses 

Inflation-accounting advocates claim various benefits from 
the reporting of adjusted data: (1) better displays real 
growth; (2) gives improved insight into future cash needs; 
and (3) promotes the concept that no profit has been 
earned until current cost (or purchasing power) has been 
recovered. 

Such advocates further maintain that inflation-adjusted 
data may be useful in illuminating the conflicting demands 
of future cash needs. Pre-tax income is normally divided 
three ways: (1) to government; (2) to stockholders; 
and (3) retained by the company for investment (both 
replacement and growth). All three cash users are 
experiencing rapid inflation in their costs. Inflation- 
adjusted data may help illustrate the increased cash 
required by the company for future investment. 

Specific Cautions 

General Mills cautions that these claimed benefits 
and uses are still controversial and unproven. The 
company has undertaken operating philosophies, 
planning, and practices needed for General Mills to 
combat effectively the effects of inflation. Management, 
however, questions the worth of the above inflation- 
adjusted data for operational decisions. This is especially 
true because: 

1. The U.S. Urban Consumer Price Index is not a reliable 
measure of specific costs incurred by General Mills. 

2. Current costs cannot be used automatically to 
forecast actual replacements of assets due to uncertain 
timings, technological changes, financings, and other 
considerations. 

3. Different current cost estimating procedures among 
companies may affect comparability of the current cost 
data. 
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General Mills, Inc., and Subsidiaries 


Ten Year Financial Summary- 
Before Restatements 
(As reported) 


Amounts in Millions, May 31, May 25, May 27, 

Except Per Share Data 1981 1980 1979 


Operating Results 

Sales 

Costs and Expenses: 

Cost of sales, exclusive of items below 
Selling, general and administrative 
Depreciation and amortization 
Interest 

Pre-tax earnings from continuing operations (a) 
Net earnings 

Net earnings as a percent of sales 
Return on average equity 
Per common share (b) (c) 

Net earnings 
Dividends 

Taxes: income, payroll, property, etc. 
Weighted average number of common shares (c) 


$4,852.4 

$4,170.3 

$3,745.0 

$2,936.9 

2,578.5 

2,347.7 

$1,384.0 

1,145.5 

1,021.3 

$ 99.5 

81.1 

73.3 

$ 57.6 

48.6 

38.8 

$ 374.4 

316.6 

263.9 

$ 196.6 

170.0 

147.0 

4.1% 

4.1% 

3.9% 

18.2% 

17.6% 

17.0% 

$ 3.90 

3.37 

2.92 

$ 1.44 

1.28 

1.12 

$ 5.59 

4.66 

3.99 

50.4 

50.5 

50.4 


Financial Position 


Total assets 

$2,301.3 

2,012.4 

1,835.2 

Land, buildings and equipment, net 

$ 920.6 

747.5 

643.7 

Working capital at year-end 

$ 337.3 

416.3 

441.6 

Long-term debt, excluding current portion 

$ 348.6 

377.5 

384.8 

Stockholders' equity 

$1,145.4 

1,020.7 

916.2 


Other Statistics 


Working capital provided from operations 

$ 317.8 

262.7 

237.5 

Total dividends—common and preferred stock 

$ 72.3 

64.4 

56.1 

Gross expenditures for land, buildings and equipment 

$ 246.6 

196.5 

154.1 

Research and development 

$ 45.4 

44.4 

37.3 

Advertising media expenditures 

$ 222.0 

213.1 

188.9 

Wages, salaries and employee benefits 

$ 907.0 

781.2 

717.1 

Number of employees at year end 

71,225 

66,032 

64,229 

Accumulated year-end LIFO inventory reduction 

$ 73.7 

60.3 

46.5 

Market price range-common stock (b) 

35 3 /4-23 3 /e 

28/4-19 

34/8-24 


(a) Before discontinued operations and extraordinary items. 

(b) Years prior to fiscal 1976 have been adjusted for the two-for- 
one stock split in October of 1975. 

(c) Includes common share equivalents. 

(d) In fiscal 1975, the Company changed from the FIFO to the 
LIFO method of accounting for selected inventories. See 
Note 3. 
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May 28, 

1978 

May 29, 

1977 

May 30, 

1976 

May 25, 

1975 

May 26, 

1974 

May 27, 

1973 

May 28, 
1972 

$3,243.0 

$2,909.4 

$2,645.0 

$2,308.9 

$2,000.1 

$1,593.2 

$1,316.3 

2,026.1 

1,797.5 

1,663.9 

1,537.7 

1,288.8 

1,010.7 

824.5 

883.8 

807.9 

704.5 

546.3 

495.4 

395.6 

336.4 

58.6 

48.1 

46.7 

41.8 

36.3 

34.7 

32.0 

29.3 

26.7 

29.4 

36.2 

28.5 

18.3 

20.4 

245.2 

229.2 

200.5 

146.9 

151.1 

133.9 

103.0 

135.8 

117.0 

100.5 

76.2 

75.1 

65.6 

45.4 

4.2% 

4.0% 

3.8% 

3.3% 

3.8% 

4.1% 

3.4% 

17.6% 

17.1% 

16.7% 

14.6% 

16.5% 

16.6% 

13.0% 

2.72 

2.36 

2.04 

1.59 

1.59 

1.40 

1.02 

.97 

.79 

.66 

.58/2 

.53 

.50 

.48 

3.71 

3.43 

3.02 

2.35 

2.36 

2.07 

1.70 

49.9 

49.6 

49.2 

47.8 

47.3 

46.9 

44.8 


1,612.7 

587.0 

285.1 

259.9 

815.1 

1,447.3 

540.1 

298.2 

276.1 

724.9 

1,328.2 

471.5 

295.1 

281.8 

640.2 

1,205.6 

441.0 

276.8 

304.9 

560.5 

1,116.9 

379.4 

268.1 

298.2 

483.4 

906.1 

328.7 

179.0 

213.1 

425.4 

817.8 

318.6 
139.0 

230.6 

365.6 

197.9 

174.2 

153.2 

124.2 

116.2 

111.5 

89.5 

48.2 

39.1 

32.4 

27.8 

24.4 

23.0 

21.4 

140.5 

117.1 

94.4 

99.8 

92.2 

56.6 

51.0 

30.5 

29.9 

25.7 

22.9 

21.6 

19.0 

17.4 

170.5 

145.6 

111.4 

70.5 

71.5 

74.2 

63.3 

622.0 

541.2 

479.4 

402.7 

343.7 

296.8 

258.6 

66,574 

61,797 

51,778 

47,969 

46,398 

40,651 

35,892 

29.3 

18.7 

12.5 

15.9 

(d) 

(d) 

(d) 

31/2-26/4 

35 3 /s-26/ 2 

34/8-23/8 

27/4-14/b 

33/4-23/4 

33/4-24/4 

26/8-16/4 
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Board of Directors 


E. Robert Kinney, Minneapolis, Chairman of the Board, General Mills, Inc. 

Betsy Ancker-Johnson, Warren, Michigan, Vice President Environmental Activities Staff, General Motors Corporation 
H. Brewster Atwater, Jr., Minneapolis, President and Chief Executive Officer, General Mills, Inc. 

F. Caleb Blodgett, Minneapolis, Vice Chairman, Consumer Foods, General Mills, Inc. 

* Kenneth N. Dayton, Minneapolis, Chairman, Executive Committee, Dayton Hudson Corporation 
N. Bud Grossman, Minneapolis, Chairman and President, Gelco Corporation 
Stephen F. Keating, Minneapolis, Former President and Chairman of the Board, Honeywell, Inc. 

Lewis W. Lehr, St. Paul, Chairman of the Board and Chief Executive Officer, 3M Company 
Louis W. Menk, Billings, Montana, Chairman of the Board, Burlington Northern, Inc. 

John W. Morrison, Minneapolis, Vice Chairman, Northwest Bancorporation 

Gwendolyn A. Newkirk, Lincoln, Nebraska, Professor and Chairman, Department of Education and Family Resources, 
University of Nebraska 

William F. Pounds, Cambridge, Massachusetts, Professor, Alfred P. Sloan School of Management, Massachusetts 
Institute of Technology 

Edward S. Reid, New York, New York, Partner, Davis Polk & Wardwell, Attorneys 

Waverly G. Smith, St. Paul, President and Chief Operating Officer, The St. Paul Companies, Inc. 

Donald F. Swanson, Minneapolis, Vice Chairman, Restaurants and Non-Food Operations, General Mills, Inc. 

Richard L. Terrell, Naples, Florida, Former Vice Chairman of the Board, General Motors Corporation 
^retired September 1,1980 


Committees of the Board 
of Directors 


Executive Committee, E. Robert Kinney, Chairman; H. Brewster Atwater, Jr., F. Caleb Blodgett, 

Stephen F. Keating, Louis W. Menk, Edward S. Reid, Donald F. Swanson 

Audit Committee, Louis W. Menk, Chairman; Betsy Ancker-Johnson, Lewis W. Lehr, Gwendolyn A. Newkirk, William 
F. Pounds 

Finance Committee, John W. Morrison, Chairman; H. Brewster Atwater, Jr., N. Bud Grossman, E. Robert Kinney, Louis 
W. Menk, Waverly G. Smith 

Compensation Committee, Stephen F. Keating, Chairman; Lewis W. Lehr, William F. Pounds, Edward S. Reid, Richard 
L. Terrell 

Public Responsibility Committee, Waverly G. Smith, Chairman; Betsy Ancker-Johnson, N. Bud Grossman, John W. 
Morrison, Gwendolyn A. Newkirk 

Nominating Committee, Richard L. Terrell, Chairman; Stephen F. Keating, Lewis W. Lehr, William F. Pounds, Edward S. 
Reid 
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Corporate Officers 


E. Robert Kinney, Chairman of the Board 

H. Brewster Atwater, Jr., President and Chief Executive Officer 

F. Caleb Blodgett, Vice Chairman, Consumer Foods 

Donald F. Swanson, Vice Chairman, Restaurants and Non-Food Operations 
Paul L. Parker, Executive Vice President and Chief Administrative Officer 
Mark H. Willes, Executive Vice President and Chief Financial Officer 
Walter R. Barry, Jr., Executive Vice President, Consumer Foods 
Jane Evans, Executive Vice President, Fashion Group 
James G. Fifield, Executive Vice President, Toy Group 
Robert W. Hatch, Executive Vice President, Specialty Retailing and Furniture 
Joe R. Lee, Executive Vice President, Restaurant Group 
Arthur R. Schulze, Executive Vice President, Consumer Foods 
Preston Townley, Executive Vice President, Consumer Foods 
* Eugene E. Woolley, Executive Vice President 
John L. Frost, Senior Vice President, Employee Relations 
John V. Luck, Senior Vice President, Technical Director 
Thomas P Nelson, Senior Vice President, Controller 
Clifford L. Whitehill, Senior Vice President, General Counsel 
James L. Weaver, Treasurer, Vice President 
James M. Neville, Secretary 
•retired August 1,1981 
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Company Officers 


Dean Belbas, 

Vice President Director of Corporate 
Communications 

Harold W. Bock, 

Vice President Assistant Controller 


Divisional and Subsidiary 
Operating Officers 


Ronald J. Jackson, 

Vice President Director, Control and 
Administration, Restaurant and Consumer 
Non-Foods 

David E. Kelby, 

Vice President, Director, Control and 
Administration, Consumer Foods 


James R. Pratt, 

Vice President, Director of Taxes 
James H. Ruben, 

Vice President Director of Corporate 
Growth & Planning 


Consumer Foods 

Domestic 


Mercedes A. Bates, 

Vice President Marketing Services 
Division; Director, Betty Crocker Food and 
Nutrition Center 

Edward K. Bixby, 

Vice President, 

General Manager, Golden Valley Division 

Ray E. Brunswig, 

President Pioneer Products, Inc. 

Ivy Celender, 

Vice President Marketing Services 
Division; Director, Nutrition Services 

Ross N. Clouston, 

Vice President; 

President Gorton Division 

Michael E. Cushmore, 

Vice President 

General Manager, Northstar Division 

James J. Feeney, 

Vice President 

General Manager, Sperry Division 


Charles W. Gaillard, 

Vice President 

General Manager, Big G Division 

Joseph W. Grieco, 

President O-Cel-O 

Donald L. Knutzen, 

Vice President 

General Manager, New Business Division 

Guy W. Lalone, Jr., 

Vice President 

Group Director, Engineering and 
Administrative Services 

Thomas J. Lee, 

Vice President, 

General Manager, Procurement Division 

Stewart F. Lyman, 

Vice President; 

President The Donruss Company 
Howard L. Ross, 

Vice President General Manager, 

Grocery Products Sales Division 

Steven M. Rothschild, 

Vice President; 

President Yoplait U.S.A. 


Donald E. Ryks, 

Vice President General Manager, 
Package Foods Operations Division 

James C. Simms, 

Vice President; 

President GoodMark Foods, Inc. 

Patrick J. Smithwick, 

Vice President Grocery Products Sales 
Division; Director, Trade Policy and 
Customer Relations 

Michael L. Tracy, 

Vice President; 

President Tom's Foods 

Fletcher C. Waller, Jr., 

Vice President, 

Director, Marketing Services Division 

Stephen H. Warhover, 

Vice President 

General Manager, Betty Crocker Division 


Europe 


Lionel Cosse, 

Vice President and Managing Director, 
General Mills Europe; 

Chairman and Director General, Biscuiterie 
Nantaise-BN, S.A. * (France) 

Caspar B. M. deJona, 

Vice President and Regional Director; 
Managing Director, Smiths Food Group 
B.V. (Holland) 


John W. Hederick 

General Manager, GMB Proteins Ltd.* 
(U.K.) 

Jesus Iturbe, 

Managing Director, PYCASA* (Spain) 
Guy Scherrer, 

General Manager Adjoint, Biscuiterie 
Nantaise—BN, S.A. * (France) 


Armand Vos, 

General Manager, Smiths Food Group S.A. 
(Belgium) 

J. Wolfgang Zach, 

Joint Managing Director, 

Feldbacher Backwarenfabrik, 

Dr. Josef Zach GmbH* [Austria) 


•partially owned 
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Canada 

John D. Herrick, 

Vice President General Manager, Grocery 
Products and Lancia-Bravo 

Divisions; Chairman, General Mills 

Canada, Ltd. 

Bruce O'N Hyland, 

General Manager, Blue Water Seafoods 
Division of Gorton 


Latin America 

Paul J. Curran, 

Vice President, Director, Latin 

American and Export Operations 

Francisco Gamez D., 

General Manager, Industrie Harinera 
Guatemalteca, S.A. * and Industrie 

Del Maiz, S.A. * (Guatemala) 

Alfredo Montealegre C, 

General Manager, Industrias Gem-lna, 

S.A. * (Nicaragua) 



Donald Halman, 

General Manager, General Mills De 

Panama, S.A * (Panama) 


Far East 

Motoshige Kobayashi, 

President General Mills Asia 



Restaurants 

Thad Eure, Jr. f 

President Darryl's Restaurants 

Jeffrey O'Hara, 

President Good Earth Restaurants, Inc. 

Peter A Markham, 

President SigmaCon 


Ramon A. Gallardo, 

President Casa Gallardo, Inc. 

Bemdt H. Gros, 

President York Steak House Systems, Inc. 

William E. Hattaway, 

Vice President; 

President Red Lobster Inns 
of America Division 

Marco A. Lagos, 

General Manager, Aqua Finca de 
Camarones, Honduras 
(Aquaculture program) 

Charles Winston, 

Chairman, Darryl's Restaurants 

Toys 

Domestic 

Randolph R Barton, 

Vice President; 

President Parker Brothers 

Bernard Loomis, 

President, Marketing and Design Service 

Joe Mendelsohn, III, 

Vice President; 

President Kenner Products 

Arthur M. Peisner, 

President Fundimensions 

International 

Victor N. Rado, 

General Manager, European Toys 

Manuel P Borras, 

President, PBP, S.A. * (Spain) 

Michael J. Bucher, 

General Manager, Clipper & Deska 
(Holland/Belgium) 

Michel M. Caron, 

Chairman, Miro-Meccano S.A./France- 
Cartes S.A. (France) 

* partially owned 

Colin Dunne, 

General Manager, General Mills, Inc. 
German Branch (West Germany) 

Peter N. R. Waterman, 

Managing Director, 

The Palitoy Company (U.K.) 

Kenneth F. Chapman, 

Managing Director, Toltoys 
(Australia and New Zealand) 

John R Eckert, 

Vice President; 

President Lili-Ledy, S.A. de C.V. (Mexico) 

Arnold B. Irwin, 

President Kenner Products, Ltd.* (Canada) 

John F. Moore, 

General Manager, Parker Brothers, 

Division of General Mills Canada, Ltd. 
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Divisional and Subsidiary 
Operating Officers, Continued 


Fashion 

Matthew D. Chamlin, 

President, Lord Jeff Knitting Company, Inc. 

Norman Gatof, 

Vice President; 

Chairman, Monet Jewelers, Inc. 

Stanley C. Gillette, 

Vice President- 
President Ship V? Shore, Inc. 

John B. Holmes, 

Vice President- 
President David Crystal 

Joseph Pelavin, 

President, Lark Luggage 

Richard N. Tarlow, 

Vice President; 

President, Foot-Joy, Inc. 



Martin R Krasner, 

President, Monet Jewelers, Inc. 


Specialty Retailing 

James J. Casey, 

President, Eddie Bauer, Inc. 

William A. DeJonge, 

President, The Talbots, Inc. 

Wesley P Mann, Jr., 

President, H. E. Harris & Company, Inc. 


Donald A. Clark, 

President Wild West Stores 

William D. Hawfield, Jr., 

President, Bowers & Ruddy Galleries, Inc. * 



Dean W. Croft, 

President, Wallpapers To Go, Inc. 

Larry P. Kunz, 

President, LeeWards Creative Crafts, Inc. 

‘partially owned 

Furniture 

Fred J. Batson, Jr, 

President, Kittinger 

Roger E. Hayes, 

President, Dunbar 

John F. Pastrone, 

President, Pennsylvania House 


Staff Executives 

James L. Craig, M.D., 

Vice President, 

Health and Safety 

Cyrus E. Johnson, 

Vice President, Director of MGO Facilities 
and Services 

William K. Smith, 

Vice President, 

Director of Transportation 

William B. Darden, 

Vice President, 

Senior Consultant, Restaurants 

Verne C. Johnson, 

Vice President, Public Responsibility 
Planning & Development 

Austin P. Sullivan, 

Vice President, 

Public Affairs 

Donald M. Friborg, 

Vice President, 

Director of Industrial Relations 

Daniel G. McPherson, 

Vice President, Director of Quality Control, 
Product Safety and Nutrition Compliance 

Stanley V. Tabor, 

Vice President, 

Corporate Real Estate 

William Haun, 

Vice President, Engineering Policy, 
Corporate Energy Coordinator 

James Shannon, 

Vice President, Executive Director, General 
Mills Foundation 









Corporate Information 


General Mills Executive Offices 
9200 Wayzata Boulevard 
Minneapolis, MN 

Mailing Address: 

P.O. Box 1113 
Minneapolis, MN 55440 
Telephone: (612) 540-2311 

Transfer Agencies 

Common Stock: 

Citibank, N A 
111 Wall Street 
New York, NY 10015 

Office of the Company 
P.O. Box 1113 
Minneapolis, MN 55440 

Registrars 

Common Stock: 

Citibank, N.A. 

Ill Wall Street 
New York, NY 10015 

Northwestern National Bank 
of Minneapolis 
Seventh and Marquette 
Minneapolis, MN 55480 

Agent, Dividend 
Reinvestment Plan 

First National Bank of Minneapolis 
P.O. Box A700 
Minneapolis, MN 55480 


Automatic Dividend 
Reinvestment Plan 

Stockholders wishing information 
about the Automatic Dividend 
Reinvestment Plan may obtain a 
brochure by writing: General Mills, 
Stock Transfer Department, P.O. Box 
1113, Minneapolis, Minnesota 55440. 
Under this plan. General Mills pays 
the brokerage and service fees 
associated with the automatic 
reinvestment of stockholders' 
dividends. 

Form 10-K Report 

In the opinion of management, the 
financial statements in this Annual 
Report to Stockholders include all 
significant financial data included in 
the annual report filed on Form 10-K 
with the Securities and Exchange 
Commission. Stockholders may 
request a free copy of the Form 10-K 
annual report and schedules attached 
thereto by writing: Secretary, General 
Mills, Inc., P.O. Box 1113, Minneapolis, 
Minnesota 55440. 

Notice of Annual Meeting 

The annual meeting of the 
stockholders of General Mills, Inc., 
will be held at 10 a.m. Central 
Daylight Time, Monday, September 
21,1981, in the auditorium of the 
Children's Theatre Company, 2400 
Third Avenue South, Minneapolis, 
Minnesota. The Notice of Annual 
Meeting of Stockholders and Proxy 
Statement will be mailed on Friday, 
August 21,1981. 

Markets 

New York Stock Exchange 
Midwest Stock Exchange 


Stock Exchange Symbol: GIS 
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